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THE SIGNIFICANCE OF THE STOCK EXCHANGE BOOM’ 


The problem of the desirability of checking a stock exchange boom cannot be 
considered apart from the causes of the boom. There is reason to suppose that the 
recent securities boom in America was the result not of speculative mania but of a 
real increase in the supply of savings relative to the demand for them. If so, the at- 
tempts that were made to prevent it from running its course were ill judged and 
useless. 

I 


The events of the last five years have turned the attention of a large 
number of professional economists to the problem of the relations be- 
tween speculation and industry and the place of a stock exchange within 
the national economy. And much that is new and important has 
emerged from their inquiries.? But the main center of discussion has been 
a narrow one. Writers have for the most part been content to examine 
(both a priori and in the light of recent history) the effects of a stock 
market boom. They have asked themselves whether and to what extent 
security speculation has the effect of absorbing credit which would other- 
wise have gone to finance “legitimate business”; whether it leads to an 
excessive cheapening of credit and so to an over-investment in industrial 
fixed capital; whether it is desirable, on these or other grounds, for 
the central bank authorities to intervene when such a situation develops, 
and if so by what means and in what sense. 

They have not, in general,® asked themselves whether any light might 
be thrown on these problems by pushing the inquiry a stage further 
back and investigating the nature and causes of the stock exchange 
boom itself. Those whose approach has been deductive and who have 

*The writer desires to record his grateful acknowledgment of the assistance 
and encouragement he received, in the preparation of this article, from the staff 
and officials of the Brookings Institution, Washington, D.C. 

*See for examples the suggestive bibliography given by Professor Weidenhammer 
in the American Economic Review for December, 1930, pp. 765-66; and in addition 
Senate Hearings on Brokers’ Loans, 1928 (Sprague’s testimony); Hearings on the 
Banking System (Sen. Res. 71, 1930) particularly pp. 50 ff. (Governor Harrison’s 
testimony) ; J. H. Rogers, Speculation and the Money Market; H. L. Reed, Federal 
Reserve Policy, 1921-30, chaps. 5 and 6; T. Balogh, “Absorption of Credit by Stock 
Exchange” in American Economic Review for December, 1930; Proceedings of 
Academy of Political Science for January, 1930, on “Business Speculation and 
Money”; F. Machlup, Bérsenkredit, Industriekredit und Kapitalbildung. 


*Sprague’s testimony in the Senate Hearings on Brokers’ Loans, is an exception, 
as also, on a very different plane, is J. S. Lawrence’s Wall Street and Washington. 
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concerned themselves rather with speculative booms in general than with 
the particular events of 1926-1929, have assumed that these booms may 
be treated as “Datenverinderungen”—that their repercussions on the 
economy as a whole are independent of the sources in which they origi- 
nate. So, too, with the “historians.” Descriptions and explanations of 
the actual course of events in the United States in the period preceding 
the crash of 1929 have run in terms of a given speculative situation and 
not in terms of the preéxisting conditions which may have given rise to 
it. They have taken as their starting point the long upward trend 
of stock prices through the middle of the twenties and have either 
given no account whatever of its causes or have at the most made vague 
references to the anticipated prosperity of American industries and the 
thrift and optimism of American investors. 

It is the object of this paper to make some attempt to broaden the 
field of discussion. ‘l’o investigate the effects of a speculative boom 
apart from its nature and causes may be seriously misleading, particu- 
larly if the object of the investigation is to arrive at practical con- 
clusions for the benefit of puzzled central bank authorities. In the 
general theory of prices such a dichotomy would not be tolerated. Every 
economist knows that a rise or fall in the price of a commodity has a 
very different significance according as it is the result of a temporary 
and self-adjusting scarcity or glut (or alternatively an error of op- 
timism or pessimism on the part of those dealing in the commodity) 
on the one hand, or of a long-time shift in the conditions of supply and 
demand on the other. And the world is not without examples at the 
present moment of the difficulties which price-controlling bodies—pools, 
farm boards and the like—have to face when they mistake the latter 
kind of price change for the former. What is true in commodity 
markets is likely to be true in security markets. A stock exchange boom 
may be brought about by over-enthusiasm on the part of investors. But 
it may also be the normal and proper reaction to changes in the demand 
for and supply of real capital. And the choice between these alternatives 
may be of crucial importance, both in determining the consequences of 
the movement for industry as a whole, and in establishing the desirability 
or undesirability of intervention by the central bank or any other price- 
controlling institution. 

If, then, we can arrive at any theoretical explanation of the upward 
trend of security prices in the United States in the middle of the last 
decade, our results may not merely be of some interest in themselves, 
but they may also help us to understand the nature of the problems 
confronting the federal reserve authorities when they had to decide 
whether to intervene or to let the movement run its course. The following 
pages represent a tentative excursion in research of such an explanation. 
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_ the Before the war the United States was the leading debtor country in 
rigi- the world. Many of her industries had been built up with the help of 
s of European capital; and the interest on that capital was a large item 
ding in the balance of American international payments. And as a result 
and America’s real exports continuously and regularly exceeded its real im- 
e to ports. America as a nation produced not merely more than it consumed, 
rend but more than was necessary to maintain and expand its capital equip- 
ther ment. And that had two further consequences. It meant first that Ameri- 
augue can industry was organized in such a way as to produce a large export 
| the surplus. And secondly, it encouraged Americans to adopt “mercantilist” 
views as to the nature of international trade. They could exclude 
the or put obstacles in the way of foreign imports on an extensive scale 
oom without appearing to hurt their export trade: they could give full vent 
‘icu- to the theory that importing is a Bad Thing and exporting a Good 
con- Thing. 
the With the war years this position was reversed. The European nations 
very sold their American capital holdings to pay for current needs, and when 
aS a those were exhausted they borrowed freely from American investors and 
ary the American government. The United States ceased to be the leading 
op- debtor country of the world and became its leading creditor country 
ity) (second only to Great Britain). From owing the rest of the world some 
and $250,000,000 a year in interest, it came in 1921 to have claims upon it 
the of over $600,000,000.* This change in the unreal items in its foreign 
vols, trade had somehow to be offset by other changes of an equivalent 
tter amount or the international balance sheet would fail to balance. Theo- 
dity retically speaking the adjustment might take place in several ways: 
oom (1) The United States might lend abroad each year, not merely the 
But whole of its interest receipts, but also an amount equal to the payments 
and which before the war would have been due in the service of its foreign 
ives debts. In this case no disturbance need take place in the balance of real 
s of exports and imports. 
lity (2) Real imports might increase by the amount required, real ex- 
‘ice- ports remaining unchanged. 
(3) Real exports might decrease by the amount required, real im- 
ard ports remaining unchanged. 
last These different possibilities represent, of course, extremes and are not 
ves, really of concrete importance. Under any ordinary circumstances one 
ems would expect the tendencies they represent to be combined in some com- 
cide promise adjustment involving all three. If so a position of equilibrium 
ring would be worked out when: 
ion. 


‘Including war debts. 
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(1) Some part of the annual surplus was being regularly invested 
abroad. 

(2) Home investments had increased somewhat—viz., to the extent 
that they could be absorbed by technical changes in industry such as to 
increase the demand for fixed capital relative to other forces of produc- 
tion. 

(3) Home consumption had increased. 

(4) Exports had fallen off relative to imports. 

The exact relative importance of these changes would be determined 
by the various elasticities of demand and supply involved. Furthermore, 
the ease and speed of the process of adjustment would depend upon 
the presence or absence of frictional influences, viz. : 

(1) The willingness or unwillingness of rentiers and investors: (a) 
to increase their consumption expenditure whether at home or in the 
form of foreign travel; (b) to buy foreign rather than American securi- 
ties for the sake of higher interest returns. 

(2) The ability or inability of American industry to adapt itself, 
under the stimulus of lower interest charges, to an increase in its use of 
capital relative to other factors of production. 

(3) The responsiveness or unresponsiveness of the price level in 
America (relative to price levels elsewhere) to gold imports. 

(4) The willingness or unwillingness of American manufacturers for 
export to abandon part of their foreign markets (in the face of the 
competition of manufacturers of other nations with relatively lower in- 
ternal price levels) and to turn to producing for the home market. 

(5) The weakening or maintenance of mercantilist prejudices 
whether individual or governmental, against foreign imports. If, that is 
to say, the various elements involved show themselves to be adaptable-— 
if the elasticity of supply of savings is high, if the rate of discrimina- 
tion against foreign as opposed to home investments is low, if industry 
can readily alter the “technical composition” of its capital, if manu- 
facturers for export can easily transfer their attentions to the home 
market, if the government can quickly be convinced that the buying of 
foreign goods is not as such necessarily harmful—then the adjustments 
will take place smoothly and without large price changes. If, on the 
other hand, considerable resistance is encountered along all or any of 
these lines the process of setting up the new equilibrium will be corre- 
spondingly slow and painful and will be accompanied by more or less vio- 
lent shifts and fluctuations in prices.° 

* Whether the price changes take the form of (long time) “shifts” or “fluctua- 


tions” will depend, of course, on whether the “resistances” are permanent or come in 
time to be broken down. 
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One might go on to elaborate and refine considerably further this 
theoretical framework; but it is perhaps time to stop and ask how the 
actual historical facts have fitted into it. No attempt can be made here 
at quantitative precision. In default of that, however, the following 
statements will perhaps be generally accepted: 

(1) Though there has been a large volume of foreign investments 
every year from 1924 onwards, investors have in general tended to be- 
lieve that American securities offered safer and more attractive pros- 
pects than those of European countries, and have been willing to pay 
considerably higher prices for them. 

(2) Gold imports have not had the effect on the price level which 
classical theory (postulating as it did that central banks were profit- 
making institutions guided solely by the foreign exchanges in the pro- 
tection of their reserves) would have led one to expect. 

(3) Industry has been successful, but not overwhelmingly so, in ad- 
justing itself so as to absorb a greater proportion of capital than 
formerly. 

(4) Manufacturers have not yielded to foreign competitors in the 
world’s markets: the increase in the productivity of industry and the 
high level of American salesmanship, have offset disadvantages they may 
have had to face in the way of higher (labor and other) costs. 

(5) Mercantilist prejudices have not been overcome and imports 
of foreign consumption goods have not been viewed with favor. As 
against that, foreign travel has increased very considerably. 

(6) The desire of rentiers to increase their capital holdings and only 
to expand their income expenditures as a result of such increases and 
not as an alternative to them, does not show signs of having decreased. 

That is to say, then, the resistance to the adjustments which the 
post-war foreign trade situation demanded has been, in general, con- 
siderable. And as a result, the mechanism of the price system has been 
strained in the effort to bring them about. Pressure has been felt par- 
ticularly at two points. In the first place the export surplus has led to 
upward pressure on the exchanges, and that has brought into existence 
a tendency for gold to flow into the country, except in so far as it has 
been offset by short-time lending abroad. Secondly, the investable sur- 
plus has expressed itself in a demand for American capital securities. 
They have, therefore, tended to rise greatly in price—“greatly,” be- 
cause, as we have seen reason to suppose, the supply of new capital is 
inelastic and is not lightly discouraged by reduction in real interest 
prospects. Thus have come about the two movements which are the 
most striking characteristics of American economic history since the 
war: the gold inflow and the stock market boom. 
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If the above analysis, sketchy as it is, has any claim to accuracy, 
then certain results follow that are not without significance for current 
controversy. 

For its conclusion is that the stock market boom, though no doubt 
it may have been aggravated by non-economic forces—errors of bdp- 
timism, the gambling instinct and the like—yet was in essence a natural 
reaction to the general economic conditions set up by the war. Given— 
so the argument runs—a situation in which there is a sharp increase 
in the volume of purchasing power available for non-competitive pur- 
poses as compared with the demands upon it (and we have seen how 
the war may have brought such an increase about), then unless both 
the field for new investment is readily expansible and purchasing power 
can readily be redirected along consumption lines, a fall in the price to 
be paid for the use of this purchasing power is inevitable. Unless, that is 
to say, both the supply of and the demand for capital are elastic, 
security prices will rise and long-time interest rates fall. Such a rise ful- 
fils or ought to fulfil the function which is expected of any price rise 
in a freely-working price system—the function of stimulating supply 
and depressing demand. It encourages those who can make profitable use 
of capital to employ more of it, and it reduces the attractiveness to 
income holders of postponing the consumption to which their incomes 
entitle them. By these means it tends to reéstablish an equilibrium which 
the change in the conditions of demand or supply had upset. 

This, we would maintain, is what the stock market boom was intended, 
according to the principles of the price system, to do. Nor was it un- 
successful. For on the one hand it was the means of supplying American 
industry with an enormous volume of new capital.® And, on the other 
hand, it encouraged consumption on the part of all those investors for 
whom it provided speculative gains. They might, as we have argued, be 
unwilling to spend a much larger proportion of their incomes than 
formerly, as incomes, even if the interest they could hope to receive on 
new savings was low. But the rise in the value of their investments 

*If our theory is correct, the ratio of fixed capital to other factors of production 
in a typical American industry ought to show an appreciable increase during the years 
1924-1929. We are not in a position to say how far this increase has in fact taken 
place. But the inability of technical progress to absorb the whole of the available 
capital is illustrated in the tendency of corporations to use their new long-term re- 
sources for the financing of short-term commitments and to lend back a greater or 
less proportion of it to the security market in the form of brokers’ loans. This, 
along with the allied phenomenon of the growth of investment trusts and security 
holding corporations (which withdraw capital temporarily but soon send it back to 
the market to join in the search for new investments), express the inelasticity of the 


demand for industrial capital and so represent one side of the forces contributing 
to the price-skying process. 
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yielded a capital profit, and that could be devoted to all kinds of luxury 
expenditure without appearing either to impair capital holdings or to 
weaken long-established habits of thrift and providence.’ Both of these 
developments, we would urge, were the necessary result of the alteration 
in the balance between consumption, production, and investment, which 
the war years had caused—or rather, they were a necessary part of 
the process whereby a new balance was to be set up. 

It is, therefore, extremely dangerous to argue that the efforts of the 
federal reserve system in 1928 and 1929 to curb speculation, however 
unsuccessful in the past, were theoretically justifiable for the reason that 
speculation was making money too cheap for producers and entre- 
preneurs.© No doubt that is a sounder view than either the doctrine 
that a stock market boom has no practical effect on industry at all, 
or—still more—the popular belief that it tends to deprive “legitimate 
business” of the credit to which it is entitled. But it begs the question 
whether the boom was an arbitrary and artificial wave of optimism, or 
was on the contrary an essential factor in the establishment of a new 
equilibrium. If the latter interpretation is the more correct, then it was 
desirable, and not the reverse, that capital should be cheap for indus- 
trial uses. 

We do not wish to assert that the boom was unmixedly beneficial to 
the economy as a whole, or that the country would have been better off 
without it. Our analysis has concerned itself with long-run considera- 
tions only, and it is notorious that adjustments and trends which are 
ultimately necessary and beneficial may have inconvenient, if not even 
positively harmful, short-run effects. Accordingly we need not question 
the view that one effect of the boom was a considerable measure of in- 
dustrial dislocation and that in this way the stock market contributed 
to the depression in which the world now finds itself.° 

The responsibility for that rests not with the stock market, but with 
industry. It was not because capital was artificially cheap that the 
disaster came about, but because it was not properly used. There is in 
theory no reason why, given an increase in the supply of capital which 
expresses itself in rising security prices, that capital should aot pass 
smoothly and without dislocation into industrial channels and be used 
to build up more refined and elaborate methods of production. If this 


"Cf. on this the “parable of the bananas” in J. M. Keynes’ Treatise on Money, 
vol. i, pp. 176-78, 

*See Reed, op cit., pp. 150-155, 162-176; and also cf. Balogh, American Economic 
Review, December, 1930, pp. 658-660. 

*A more difficult problem is the theoretical one of the relation between our thesis 
as to the long-run effects of an excessive supply of capital relative to the demand 
for it and current German and English doctrines as to the short-run industrial 
repercussions of what Mr, Keynes has described as a lag of investment behind sav- 
ings. But to discuss this would take us far beyond the limits of the present article. 
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in any given case does not happen, if capital is in fact used to expand 
industries on the existing technique and so causes over-production and 
subsequent collapse, that is because industrial technique is not able to 
adjust itself with sufficient promptness to altered economic conditions, 
It does not mean that the price change which brought this about could 
or ought to have been prevented. Harmful incidental effects must not 
be allowed to blind us to the essential long-time adjustments which they 
may be accompanying.*” 


IV 


Any organization, then, which undertakes the duty of controlling or 
superintending the fluctuations in stock market prices is confronted 
with the same problem which is proving so perplexing at the present 
moment to the would-be stabilisers of commodity prices. A wheat pool or 
farm board finds that in a particular year or series of years bumper 
crops are driving the price of wheat below a remunerative level. It is 
charged with the task of restoring agriculture to prosperity. What it 
must do in order to succeed in this will evidently depend upon the factors 
which have made supply large relative to the demand. If it knows that 
these factors are essentially temporary and will pass away of their own 
accord—if, for example, it is in the position of the patriarch, Joseph, 
and has “inside information” that the years of good crops are to be 
followed by years of bad crops and high prices—then it will be well 
advised to follow Joseph’s example and maintain present prices by 
withholding part of the present crop against the lean years to come. 
In this it will benefit the country as a whole, the agricultural industry 
in particular and—not least—its own (or its government’s) financial 
position. But if the price fall is the result of a change in the conditions 
of demand or supply—if people eat less wheat than they used to or 
farmers can produce more’*—then to maintain prices by holding up part 
of the supply is merely to aggravate the problem. It is to prevent the 
fall in price from fulfilling its function of restoring equilibrium. In a 
case like this the only hope of control rests in going behind prices to the 
conditions of demand and supply themselves and attempting by direct 
pressure to persuade consumers to eat more wheat and farmers to plant 
fewer furrows. If that is ineffective, then prices must be allowed to bring 
about these results themselves. 

So too with stocks and shares. The price system may work badly in 

* Cf. on the argument of this paragraph the “defense of the trade cycle” as it is 
to be found in Schumpeter “Kreditcontrolle” (Archio fiir Sozialwissenschaft for 
August, 1925) and the last chapter of Theorie der Wirtschaftlichen Entwicklung, and 
also Hayek, Geldtheorie und Konjunkturtheorie, chapter iv, section 11, particularly 
p- 112. 


See Harper's Magazine for July, 1931, pp. 208-216; particularly pp. 209 and 
210. 
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security markets as well as in commodity markets, for the supply of 
capital may be as inelastic as the supply of wheat. And if so it may be 
desirable for some public or semi-public authority—in default of any 
other, the federal reserve system—to assist it to work more smoothly. 
But if the assistance is to be anything but harmful it must be the out- 
come of knowledge as to the nature of the price fluctuations with which 
it is trying to cope. Temporary rises and falls—the results of errors 
of optimism and pessimism—should be capable, at least in theory, of 
being smoothed out by a judicious tightening and loosening of credit 
conditions, or selling and buying of securities. Rises and falls, on the 
other hand, which spring from shifts in the conditions of the supply of 
and demand for long-time capital can only be treated by efforts to 
influence those conditions themselves—e.g., by campaigns for industrial 
inventions involving more, or less, fixed capital on the one hand and 
for less, or greater, thrift on the part of consumers, on the other. 

Unfortunately it is extremely difficult, if not impossible, in many 
cases, to tell beforehand into which category any given price change 
will fall. There is always the chance, moreover, that the one force may 
be superimposed on the other so that the problem presents itself in the 
form how far the change is to be treated by the one method and how far 
by the other. And the price-controlling body runs the danger of aggra- 
vating the disease if its diagnosis is wrong. If the federal reserve system 
treats a temporary and “short run” upswing of security prices as 
though it were the symptom of a change in the conditions of demand 
and supply, it will make the fluctuations more severe than they would 
have been without its intervention. And if, on the other hand—and this 
is the alternative which concerns us here—it attempts to eliminate, by 
credit policy or any other means, what is in reality the expression of a 
long-run shift, it will merely postpone the ultimate arrival at the new 
equilibrium, and make the voyage thither more stormy and hazardous. 
That being so, the prospect of finding a remedy for the evil effects of 
violent security (as of commodity) price fluctuations probably lies in 
improving the price system rather than in tampering with prices. If it 
were possible to make demand and supply more elastic, if both the con- 
sumers and producers of a commodity, or the buyers and sellers of 
capital, were more sensitive in their reactions to changes in the values 
they were expected to give and receive, then even considerable adjust- 
ments might take place without straining the mechanism of the system. 
Evolution in this sense seems to be the alternative to a revision of the 
price system itself and the substitution of some more socialistic form of 
economic control than most western nations seem prepared to contem- 
plate. In the realm of price controlling it is not easy to find a safe middle 
path between Socialism and Manchester Liberalism. 


ine 
nd 
nd 
to 
ld 
ey 
or 
ed 
nt 
or 
er 
is 
it 
T's 
at 
wn 
yh, 
be 
el] 
vy 
e. 
ry 
al 
ns 
or 
rt 
he 
a 
he 
ct 
nt 
in 
is 
or 
d 
ly 
nd 


Lindley M. Fraser [ June 


V 


Now we have seen reason to believe that in the particular price fluc- 
tuation which has been the subject of this article, the resistances and 
frictions to the establishment of a new equilibrium have been of great 
and indeed of vital importance. If industry had more readily developed 
new technical methods, if consumers had been prepared to buy more.and 
save less, if the gold inflows had had a greater effect on the price level, 
if foreign imports had been looked upon with less disfavor—then, if our 
theory is at all correct, the stock exchange boom might never have taken 
place. The new equilibrium position might have been reached without 
more than a passing and easily tolerable dislocation. As it is, there is 
no solid ground for being confident that an equilibrium has yet been 
reached, even after all the inconveniences of the last five years. It is 
entirely possible that as soon as the present veil of depression is lifted 
the world will see a repetition of the upward movement of security prices 
of the same kind as that which ended so disastrously two years ago. 

If so, then the way to prevent it or to minimize its violence would 
seem to be by general measures designed to make supply and demand 
more sensitive to price changes, and in this specific case, furthermore, by 
encouraging industries to use more fixed capital in their productive 
processes, by persuading people to save less and consume more, and, 
finally, by cancelling war debts and lowering the tariff. 

Linpiey M. Fraser 

The Queen’s College 

Oxford, England 
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LAND, CAPITAL AND OPPORTUNITY COST 


The repressed utopian bias of many academic economists, and the intellectual bur- 
dens involved in attempting a further development of economic dynamics, suggest 
a psychological hypothesis to account for the amount of intellectual labor expended 
in recent years in carrying a one-sided utility theory of value to its logical conclusion 
within statical limits in the doctrine of opportunity cost as a substitute for the 
concept of real cost. The dialectical process immanent in the evolution of economic 
theory urgently demands a corresponding logical exhaustion of the implications of 
the cost school along lines herein indicated. It is daringly suggested that more in- 
tensive study of the pioneer work of Marshall might reveal at least obscure adum- 
brations of a satisfactory Hegelian synthesis of these two schools in terms of modern 
psychological analysis. Finally, doubt is cast on the hypothesis that the vigor of that 
school which sees no merit in any distinction between land and capital is dependent 
upon the fate of the monistic utility theory of value school. 


Unquestionably a major service of modern psycholegy to man has 
been its penetrating disclosure of the dark significance of vocation. 
Beneath the carefully cultivated benevolence of the old family physician 
and the false geniality of the young family dentist, we now detect, 
with that unerring accuracy which science gives, the hypocritical sadist. 
The common man, with disconcerting logic, peers behind the forbidding 
facade of professional psychiatry for the skulking neurotic trying to 
brazen it out by the time-honored device of diverting attention to others. 
Really careful thinkers recognize that in cases where there is obvious 
difficulty in fitting these explanations to the facts, their opposites may 
readily be made to serve. Some men practise medicine because in child- 
hood they had an abnormal horror of pain. Professional economists fall 
naturally into two classes: utopian socialists doing their pathetic best 
to be hard-boiled; and hirelings of the capitalist class, in whom some 
organic defect of courage and initiative has produced an unhealthy re- 
pression of predatory business instincts. Quite apart from the distress- 
ing consideration that both explanations occasionally fit the same spe- 
cific behavior data, some individuals have an annoying habit of falling 
plausibly at different times under both types of explanation; and these 
cases have a fatal fascination for the bolder psycho-analytic spirits. 
Personally I incline to the view that a tortuously disguised utopianism 
is much more common among economists than is repressed predatori- 
ness; but I confess I have not provided myself with adequate statistical 
data for an objective judgment, and I therefore do not press that inter- 
pretation of the discussion that follows. 

The interesting thing about the rationalizations of professional in- 
tellectuals is that they tend in more than ordinary degree to become 
increasingly subtle and devious; and this tendency, as Marshall might 
have said, is cumulative over long periods. The doctrine of maximum 
satisfaction in its original form was a relatively naive product: it 
visualized the balancing of utilities against real costs and the consumma- 
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tion of the principle of substitution in a “static” (or sometimes, more 
vaguely, in a continuously realized “moving”) “equilibrium” which em- 
bodied a maximum net surplus of utility over real cost. Marshall forged 
powerful instruments of attack upon this “optimism” of Bastiat; and 
the undermining process which he began has been strongly carried for- 
ward, notably by Pigou and J. M. Clark. The perfection and extended 
application of these instruments will ultimately revolutionize economic 
science. But with the problems thus raised by Marshallian dynamics, 
the “opportunity cost” enthusiasts do not seem especially to concern 
themselves. Rather they appear to be devoting their energies to trying 
to substitute for the original “static” doctrine of maximum net satisfac- 
tion an alternative alongside which the “optimism” of Bastiat stands 
out clearly as riddled with pessimism. In my opinion these efforts con- 
stitute a perverse and unprofitable use of analytical enthusiasm: if they 
could be diverted to attack important and pressing “dynamic” prob- 
lems, the “opportunity cost” to economic science would be negative. But 
this, of course, is a value judgment. 

It seems necessary to distinguish two varieties of the “opportunity 
cost” microbe—the one innocuous, the other virulent—though they sel- 
dom occur separately. The “opportunity cost” of an evening at the the- 
atre is the comfortable evening we might otherwise have spent at home 
perusing a detective story (purchased, presumably, with the price of 
our theatre ticket and the expenses of transportation to and from the 
theatre). Provided it be clearly understood that we must be careful to 
deduct from the positive satisfaction derived (or anticipated) from the 
performance itself the positive real costs associated with our trans- 
portation to and from (especially from) the place of entertainment, 
there is perhaps no need to quarrel with this: it seems to be a new name 
for an old doctrine implicit in the principle of equi-marginal utility, 
and generalized by Marshall under the title of the principle of substitu- 
tion. Again, the “cost” to society of any product a is the deprivation 
of any other product b, or c, or d, which might have been produced with 
the same quantities of land, labor and waiting had these not been oc- 
cupied with the production of a. In a sense, of course—the principle of 
substitution once more. There is no need to mention further the real 
costs involved, not because they do not exist, but because of the stipula- 
tion that the quantities of labor and waiting involved are identical for 
both or all items in the comparison. 

So far the notion of “opportunity cost” is a convenient enough con- 
cept: it enables us at times to avoid circumlocution. The chief (and by 
no means negligible) objection to its use in this sense is that it con- 
scripts in the service of a relatively simple and elementary concept @ 
technical term originally employed by Marshall to describe a more subtle 
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phenomenon, and in so doing definitely tends to distract attention from 
the existence of the latter. But this terminological difficulty might be 
overcome. Unfortunately, the advertisers of the modern brand of “op- 
portunity cost” are not content with this; they want to induce the con- 
sumer to substitute it for the concept of real cost—and it is not an 
adequate substitute. 

An “opportunity cost” salesman (of the high-pressure type) who 
possessed sufficient moral courage to make illustrative use of Robinson 
Crusoe could readily take in turn each one of Crusoe’s limited number 
of simple products and show that its “opportunity cost” was whatever 
quantity of any one or more of the others (or of some “sub-marginal” 
product not produced at all) he could have made instead if he had not 
been making what he was making. Intensifying his analytical finesse, he 
could go on to show that the “opportunity cost” of any of these 
products might also be expressed in terms of the foregone joys of 
leisure which its production implied. Once this point is safely made, en- 
thusiasm can go further, and the whole-hearted “opportunity cost” ad- 
vocate can glowingly depict a Crusoe to whom all forms of effort are 
pure joy, and who, in the embarrassment of his riches, must therefore 
add the utilities of production and consumption in each line of activity, 
and then balance these composite quantities at the margin. 

Disconcerted by the possibility of the uninterrupted rise of such a 
school (I shrink from contemplating the practical consequences of its 
popularization), I am actively casting round for some person whom I 
may induce to set up without delay a rival school. Under proper tute- 
lage, this school will not be content to inquire timidly whether it is not 
conceivable that Crusoe, while equally enthusiastic about fish and pota- 
toes when in a form suitable for final’ consumption, might nevertheless 
happen to hate digging and enjoy fishing. It will not even be content 
to urge the more esoteric suggestion that—assuming those did not 
“turn out to be right who think that man is responsible for but a very 
small part of the destruction of fish that is constantly going on’’— 
even fishing might in the long run begin to prove positively onerous 
“at the margin.” It will of course courageously point out that popular 
“relativism” is guilty of shallow error when it imagines itself to have 
dispensed with “absolutes” ;* and that the “relativistic” concept of “op- 
portunity cost” cannot conveniently be employed to describe the conse- 


"Marshall, Principles, 8th ed., pp. 625-26. 
* Tbid., p. 871. 


*“Tt is a common mistake to suppose that Finstein’s theory of relativity asserts 
that everything is relative. Actually it says, ‘There are absolute things in the world 
but you must look deeply for them. The things that first present themselves to your 


notice are for the most part relative.’” A. S. Eddington, The Nature of the Physical 
World, p. 28. 
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quences for society as a whole of the progressive depletion of natural 
resources. 

But it will not stop here. Braced by the reflection that attack is ever 
the best method of defense, this school will not hesitate unflinchingly 
to introduce Schopenhauer into economic theory. Taking its stand bold- 
ly and uncompromisingly on the basic truth that there is no such thing 
as positive pleasure or happiness in this world, but only the mitigation 
of pain, it will proceed to reconstruct the whole body of economic theory 
on the unassailable foundation of the Principle of Minimum Misery. It 
will point out that the retention of the word “cost” by the “opportunity 
cost” school not only carries with it a strong suggestion of greedy 
sentimentality, but is really a cunning employment of a misleading 
euphemism to deceive the unwary. Its users, revealed in their true colors, 
are seen to be adherents of the Principle of Joyfully Relinquished Utility, 
the heretical negation of the true doctrine of Dolefully Evaded Pain. 
Plunging boldly into the difficult task of putting “institutional eco- 
nomics” on a sound scientific footing, the new school will take over from 
a great institutionalist the concept of “the long run”; and will proceed 
to show that, even if (a fantastic assumption) the principles of joyfully 
relinquished utility and of maximum satisfaction should become opera- 
tive for a time, nevertheless, in the long run, under the cumulative influ- 
ence of ever-increasing sophistication, satiation and boredom, the prin- 
ciple of minimum misery must ultimately prevail. Thus the way will be 
cleared for recognition that when Jevons and others, under the per- 
nicious influence of Victorian optimism, gave an unwholesome prominence 
to the notion of positive utility, it was they who “shunted the car of 
economic science on to the wrong track”; and so at last economics— 
ever a laggard—will be brought abreast of the broader currents of 
twentieth century Western thought. 

For myself, however, I shall (I hope) be content to reflect with con- 
siderable equanimity, as I compose myself for another rereading of the 
Principles, that the “opportunity cost” of this profitable exercise can 
be stated in terms of the foregone pleasure and profit of following the 
mutual recriminations of these two schools. But I doubt if I shall be 
able, when the battle is at its height (in a spirited debate as to whether 
the aggregate of consumers’ surpluses is at a maximum when the mar- 
ginal utilities of all commodities consumed have fallen to zero), to 
forego the satisfaction of confronting the combatants with that curi- 
ously unpleasant-looking word “ambivalence.” I fear I shall not resist 
the temptation to ascertain the effect upon their response mechanisms 
of the sudden suggestion that there may possibly underlie at least one 
of Marshall’s amusing lapses (deplored by Mr. J. M. Keynes and 


others) into a sentimental Victorian “moralism,” a striking anticipation 
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(embryonic, of course) of the mature findings of modern scientific psy- 
chology.* 

I wish I could believe Professor Harry Gunnison Brown’s suggestion 
(if it is his suggestion)*® that those who deny the distinction between 
land and capital do so on the basis of the doctrine of opportunity cost; 
but I fear he belongs in the ranks of the repressed utopians. In my 
opinion, there are grave grounds for apprehension that the deniers of 
this distinction, deprived of one refuge by the rapid expansion of the 
minimum misery school, will either somehow reconcile their position 
with the tenets of this school, or simply fall back on the agreeable 
sophism of Professor Edwin Cannan, promulgated in these pages,° to 
the effect that, when increased or technically improved application of 
labor and capital to land leads to an increase in the product, this is 
really tantamount to the production of land. Nor can I eradicate the 
foreboding that they will continue, as of yore, to call my reluctant at- 
tention to the progress of reclamation along the banks of the Hudson. 
I do not know why this should be so: I cannot myself take seriously the 
opportunity costs involved in pausing to turn up page 78 of Marshall’s 
Principles; and when I reflect on the occasional discrepancies between 
marginal private and marginal social net product and their significance 
in this connection, I confess that the real costs involved also seem to 
me to be in this instance negligible. 


R. W. Souter 
Columbia University 


‘Principles, 8th ed., pp. 185-136. 

*American Economic Review, September, 1931, pp. 498-500. Professor Brown 
intrepidly charges Marshall (and surely we have here yet another instance of 
optimism eternal and inextinguishable) with succumbing before the subtleties of the 
extensive and intensive margins. I think Professor Brown has missed the relevance 
of the footnote which he submits to such intensive criticism. I believe Marshall 
would have “criticised someone who argued that wages receivable in an alternative 
line should be debited against any product.” And I think he would have said that 
“the wage which we ought to count in is not that which the labour would receive if 
used for producing the first commodity, but that which it does receive when used 
for producing the second.” Whatever the meaning or significance of the “opportunity 
cost” concept, it clearly differs not only from real cost of production but also from 
(money) expenses of production, which Marshall is here discussing. But if, as Pro- 
fessor Brown suggests, Marshall would also have been justified in saying: “The 
price of the second (commodity) will be the expenses of production (rent and 
profits’) of that part of it which only just pays its way, that which is produced on 
the no-wages margin of production”; and if, as Professor Brown clearly implies, he 
ought likewise to have been prepared to commit himself to a similar statement re- 
garding a “no-interest margin,” it would seem that, under general equilibrium con- 
ditions, the prices of all commodities would be zero. Professor Brown’s exploding 
economic universe is an “optimistic” one. This is what comes of abandoning the 
notion of real cost of production. 

‘American Economic Review, March, 1930, p. 79. 
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METHODS OF EXTENDING CREDIT FACILITIES FOR THR 
EXPORT OF AUTOMOBILES 
Repeated visits and residence in twenty-one countries have made possible the foi- 
lowing survey of the methods of payment for automobiles which have been usual 
in various countries and the terms which today are acceptable and seem reasonably 
safe to our manufacturers, bankers, and finance companies. While lack of credit 
facilities has been one of the acknowledged obstacles retarding a more thotough 
distribution of automobile vehicles in many foreign markets, during the present de. 
pression foreign traders should endeavor to avoid competition in the field of credit 
and eliminate excessive credit terms. Personal experience suggests that the Export 
Trade act (Webb-Pomerene law) can, in this respect, still prove to be a serviceable 
legislation for those interested in promoting the expansion of our foreign trade by 
presenting a solid front to foreign competitors and by creating standardized prac. 
tices and a concerted policy. With greater efficiency in financial service we may suc. 
ceed in further satisfying the foreign buyer and in gaining his confidence. On the 
other hand do the laws of importing countries afford the seller adequate guarantees? 


Henry Ford made a statement in March, 1930, just a few months 
before the United States began to notice that the export of automo- 
biles and trucks was falling off from its former high mark, that the 
ground had not been scratched in the production of automobiles. Today 
this statement sounds truly fantastic. What prompted Mr. Ford to 
make this remark was no doubt the fact that during the preceding five 
years the automobile industry had made remarkable strides in foreign 
fields. Until the first quarter of 1930 automobiles, trucks and accessories 
had first place among exported products manufactured in the United 
States. For the year 1928 the total volume of automobiles exported 
was in excess of $500,000,000. At this time practically 85 per cent of 
all the automobiles in use were in the United States, leaving 15 per cent 
for the rest of the world. The United States has a population of ap- 
proximately 120,000,000 people. From statistics compiled by the Auto- 
mobile Chamber of Commerce of which the motor manufacturers, of 
course, are members, their attention was drawn to the fact that in the 
rest of the world there were, at the time, about 1,700,000,000 people. 

Irrespective of Mr. Ford’s highly optimistic statement, it was evident 
that many of our large automobile plants had expanded to such an 
extent that they were compelled to seek outside markets in order to 
utilize their facilities to capacity. In 1930 the manufacturers of our 
automotive products knew full well that the production of automobiles 
had caught up to the demand of the United States. 

For several years manufacturers had been hard put to break sales 
records. The Department of Foreign and Domestic Commerce through 
its foreign offices did its utmost to encourage the manufacturers to de- 
velop their business in outlying countries. It pointed out that the regis- 
tration of cars throughout the rest of the world was comparable to that 
of the United States ten years prior to this date. The information and 
assistance which the Department has been able to render on the subject 
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since the close of the World War is amazing. Upon request it was pos- 
sible to obtain the names of some 6,000 to 7,000 dealers in various coun- 
tries, well classified as to products handled, capitalization of their busi- 
ness, experience and character of the business owners. 

As the export business began to show a wonderful growth, all motor 
manufacturers naturally increased their efforts until, within a period of 
six years, overseas business amounted to from 10 to about 45 per cent 
of the manufacturers’ total business. Indeed a very handsome expansion. 
This stupendous growth was greatly enhanced by the functioning of the 
finance companies’ wholesale and retail selling plans which had worked 
so admirably in the domestic market. The introduction abroad of these 
financing plans dates back to 1925. 

Before beginning to trace the successive steps in the service of a 
finance company it may be well to point out some of the initial attempts 
of individual automobile, truck and bus manufacturers at getting into 
the export business and explain the terms upon which they originally 
shipped their automotive products. 

Before the war and immediately thereafter motors were only ex- 
ported when the merchant from abroad had arranged with his local bank 
for cash payment in New York City. The motor manufacturers have 
from the very beginning kept their business on a cash basis. In this 
country they had sold their goods on a c.o.d. basis in general, i.e., auto- 
mobiles and trucks were shipped to dealers sight draft attached to bill 
of lading. When the automobile industry outgrew its cash sales market 
it met the problem of disposing of its production by adopting instal- 
ment selling. The finance companies serviced the paper that was thus 
created. The greatest impetus in the development of instalment financing 
as a whole was received from the wider distribution of passenger cars 
and trucks—a large unit value—through this means of credit. 

In 1919 American manufacturers looked upon foreign business as 
something complicated and mysterious, a business from which collec- 
tions would be very hard. They were afraid of extending credit. In the 
foreign field they found that customers were used to long terms of 
credit and that before the war these terms were extended to them by 
Germany, France and England. In turn these countries, naturally, re- 
ceived the bulk of their business. 

However, there were some export companies in New York City who, 
for years, had acquired experience in general exporting and had formed 
valuable contacts abroad. These exporters approached the more timid 
automobile and truck manufacturers and offered to take on their 
products for distribution in overseas territories if given a five-year con- 
tract. When asked how they would get their money, the manufacturers 
were told by the export company: “We will confirm the orders, you 
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simply ship the passenger cars or trucks to New York City sight draft 
attached to bill of lading.” This seemed a promising arrangement to 
the manufacturers who promptly accepted and entered into this con- 
tract. 

During the boom year of 1920 these exporters were able to place 
abroad for their principals a fair share of the total production.,They 
earned for themselves the lion’s share in the form of excellent commis- 
sions. On the other hand during the business slump of 1921 the orders 
from abroad fell off considerably and increased but slightly during the 
next four years. It was then only that the manufacturers realized the 
mistake which they had committed. They had tied up with an exporter 
who handled 15 or 20 different articles and was unable to give the par- 
ticular motor car or truck exclusive attention. The factory’s export 
business as a direct contact proposition dates back to the years after 
the slump of 1921. 

At first the export manufacturer’s terms were 15 to 25 per cent cash 
with order, the remainder sight draft against documents, or the im- 
porter could open a letter of credit for the entire amount of the invoice. 

During the second year the manufacturer had worked out a system 
of bettering his terms because the South American merchants wanted 
invariably terms of 90, 120 or even 180 days which they had been used 
to when importing goods from Europe. American motor manufacturers 
frowned on these long terms as beyond their capacities. However, they 
compromised by extending 90 days’ sight draft against acceptance, pro- 
vided that a responsible bank in the importer’s city would guarantee 
payment of draft at maturity. This arrangement was put into practice 
successfully and enabled the manufacturers from Detroit, Cleveland, 
Milwaukee, Kenosha and other inland cities to ship cars or trucks date 
draft and to discount the draft at their respective city’s bank. 

Another great help came in the form of the “through railroad export 
bill of lading.” Prior to using this type of through bill of lading, the 
cars or trucks were shipped to the forwarding agent in New York City. 
When the ship loading was completed, the agent received the “ocean 
documents,” returning them to the factory where the draft was drawn. 
This meant that the factory was without funds to cover the shipment 
for 10 or 12 days while this routine transaction was going on. As in all 
businesses, factories were anxious to get their money covering the ship- 
ment as soon as possible. With the “through railroad export bill of 
lading” now in current use, the inland manufacturer can make shipment 
directly to China, for instance, or any other country, and within two 
hours after the cars or trucks are loaded in freight cars, the drafts can 
be taken to the bank in the factory town, discounted and the cash re- 
ceived. It must be noted that there are a few South American countries 
where the “through railroad export bill of lading” cannot be used. 
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As the export business grew further and European competition began 
to be felt again around 1924, the manufacturers realized that they 
should have to conform to the practice of extending credits that had 
been in vogue for many years in such countries as for instance those of 
South America. Gradually the more courageous manufacturers extended 
their terms on banker’s guarantee of payment on maturity to 120 days. 
That was but one form of credit extension. Arrangements were generally 
made also with such organizations as the American Foreign Credit 
Underwriters to obtain credit information and insure credit risks on 
some of the better accounts where a banker’s guaranty was not obtain- 
able. This arrangement proved on the whole very satisfactory. It meant 
that the manufacturer could give from 90 to 180 days’ sight draft 
against acceptance. The importer has always been willing to pay the 
small finance charge to cover the cost of the credit insurance. This 
arrangement made the date draft easily discountable at the bank where 
the factory is located or at the correspondent bank in New York City. 

The history of the General Motors Corporation shows how mass pro- 
duction, made possible by instalment selling, can effect manufacturing 
economies which result in lower prices, thereby benefiting the cash buyer 
as well as the time buyer. When the General Motors Corporation recog- 
nized the part that the service of established finance companies played 
in the distribution of automotive products, they organized the General 
Motors Acceptance Corporation for this purpose. Obviously it requires 
a huge production to justify the organization of a subsidiary finance 
company. The General Motors Acceptance Corporation was the first 
of the then existing finance companies to enter the foreign field. In 1925 
it established a subsidiary in Copenhagen to help finance the distribu- 
tion of General Motors cars and trucks which were set up at this, its 
first assembly plant. 

Less powerful manufacturers had to utilize the facilities of some of 
the large independent finance companies which operated not only na- 
tionally but internationally as well in some cases. These companies 
shaped their policies with full regard to the interests of the manufac- 
turer, the dealer, the bank and the public. Thus they rendered a very 
definite economic service. 

It is perhaps quite timely during the existing lull which instalment 
selling is experiencing to make inquiry into the development of the 
modern finance company. As indicated, it was conceived for the accom- 
modation of business and had its beginning 27 years ago in the United 
States. Instalment selling in foreign countries is of very recent growth 
indeed. What is the function of a finance company? It is to enable the 
manufacturer and the merchant to make available to customers the 
facilities of time payment credit by providing both the funds needed to 
carry the paper and a specialized service covering the manifold details 
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of instalment transactions. This service after all is quite as important 
as the money itself. Finance company service is extended to enable the 
merchant to give credit when requested and for all practical purposes 
keep his business on a cash basis. 

The basis of the service was the formulation of a sound credit whole 
sale plan for the importer and a retail selling plan as well. Further as- 
sistance includes investigating the importer’s risks, the prompt discount- 
ing of his retail paper, enabling him to collect as agent for the finance 
company and sometimes in cases of defaulted payment attending to the 
recovering of the merchandise. 

An important function of the finance company is to facilitate sound 
distribution. The commercial bank facilitates production through the 
extension of sound credit. Producer’s credit is usually extended in con- 
paratively large amounts for short periods of time, usually unsecured 
and repayable in substantial sums. Conswmer’s credit, in the main, is 
extended for small sums over longer periods of time, secured by lien 
on the automobile sold and repayable in a number of small instalments, 
The technical character of the security behind the credit and the piece- 
meal repayment call for a type of credit service which the commercial 
bank cannot profitably extend. The finance company in the United 
States or its subsidiary abroad, specially organized to deal in this type 
of paper, acts as intermediary between the commercial banks, which are 
its primary sources of credit, and the merchants of this country and in 
foreign lands. 

In the years following the World War, when the automobile industry 
was setting higher sales records each year, finance companies multiplied 
throughout the United States. The success of a few stimulated the or- 
ganization of many. In 1924 their number was perhaps 1,400. Since 
1926 there has been a marked decrease in the number of such companies 
because the majority are small local enterprises with limited resources 
and in many instances without experienced management. In 1929 the 
companies handled a volume of paper totalling 4 billion dollars. Of this 
volume more than one-third was handled by the three largest finance 
companies in the United States: Commercial Investment Trust Incor- 
porated, the General Motors Acceptance Corporation and the Commer- 
cial Credit Company. 

Since 1925 the development of instalment selling overseas as a means 
of distribution has been of material aid in taking up the production 
excess of our automobile manufacturers. The tremendous volume of 
motor sales in foreign countries from 1925 to 1929 has been made pos- 
sible by this method of selling and financing. 

Finance service to the motor industry is given in connection with both 
the wholesale and retail marketing of cars. Since the distributors abroad 


— 


Tune 


rtant 
le the 
'POses 


vhole- 
er as- 
Ount- 
nance 
tO the 


sound 
h the 
, COm- 
cured 
in, is 
y lien 
nents, 
piece- 
ercial 
Jnited 
type 
*h are 
und in 


lustry 
‘iplied 
he or- 
Since 
panies 
yurces 
9 the 
this 
nance 
[ncor- 
mmer- 


means 
uction 
me of 
pos- 


h both 
broad 


1932] Credit for Export of Automobiles 213 


are obliged to carry a stock of the various models, thereby entailing 
the employment of considerable credit, the finance companies who handle 
export paper, of which there are today but two strong ones left, meet 
this special eredit need. The wholesale financing service extended to the 
auto importer is a preliminary aid to the ultimate instalment financing 
of consumer credit. It is a natural prelude to the retail financing service 
given to the same importer. As security the finance company has a lien 
on the commodity, the purchaser’s primary obligation to pay, the 
dealer’s secondary obligation to pay or repurchase, and for further 
protection a reserve withheld from the importer. 

Broadly speaking the main items to which the finance companies 
with subsidiaries abroad attend before granting a determined line of 
credit are: Examination of the distributor’s balance sheet, character 
and experience; payment of the invoice price to the manufacturer, con- 
currently taking title to the cars and delivering them to the distributor 
abroad under a lien; the issue of date drafts running usually for 120 
days and the charge of a flat percentage to cover finance service, interest 
and insurance. As the distributor makes a retail sale the car is released 
and proper adjustment of charges made so that the distributor pays for 
the accommodation for only so long as it has been actually used. 

By virtue of this type of credit, capital requirements of the automo- 
bile distributor are not strained and he is able to increase his volume of 
sales to a proper and profitable degree. ‘The advantages to the manufac- 
turer are apparent. With him production can be continuous. The dealer 
is able to have adequate stock on his sales floor ready for immediate 
delivery thereby reducing the waste of time and loss of business involved 
if the customer is obliged to wait, as he would in some cases over 45 days, 
for delivery of his particular choice. This often is the ‘case in such locali- 
ties as Southern South America, Australia and South Africa which are 
many thousand miles removed from the factories. 

Since a lien or reservation of title is retained for the security of the 
indebtedness, this involves an investigation into the security laws of 
the various countries. At first there was very little general legal work 
on the subject available. A few countries at a time were covered in the 
compilation of the legal requirements respecting chattel lien paper. No 
matter what the commodity may be, there is always a lien or title reser- 
vation in some form so that the credit may be secured. 

The laws governing conditional sales contracts or chattel liens vary 
from country to country. The details of filing such contracts or liens 
differ; yet on the conformity with these details may depend the validity 
of the security supporting the credit. The subsidiary company must 
be informed on this law, it must have arrangements for speedy investiga- 
tion of the purchaser’s standing and must be organized to follow up 
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collections and secure repossession in the case of a default in payment, 
‘The legal department must endeavor to keep abreast of the legal changes 
which may affect customer’s operations. Statutory and decisional 
changes must be noted in order to operate with a minimum of errors, 
Instalment forms which meet the legal requirements of the country are 
provided for the distributor. Lax customs of collections in many foreign 
countries have required a re-education of the merchant and purchaser, 
The manner in which the finance corporation attends to collections can 
do a great deal to enhance or injure the good will of the customer toward 
the distributor from whom he made the purchase. The preservation of 
this good will must be the cardinal aim of the efficient finance corpora- 
tion’s subsidiary abroad. It is accordingly necessary to be firm but tact- 
ful, to imbue the debtor with the virtue of promptness and yet occasion 
no offense in hurting the sensitiveness of the foreigners. 

The most recent developments in time payment paper in the United 
States and a sign of our times was the move by the National Association 
of Finance Companies to help the credit plans of President Hoover to 
early application in general business uplift. The Association applied in 
October, 1931, to the Federal Reserve Board for rediscounting privi- 
leges on time payment notes. It was pointed out by the Association that 
this action would serve to give greater liquidity to the assets of banks 
thus fitting in exactly with the President’s proposals. It would immedi- 
ately increase the eligible paper available to the member banks for redis- 
count by about one and one-quarter billion dollars. It is argued in the 
petition that the finance company notes in question comply with the re- 
quirements of the Federal Reserve act, and that all that is necessary to 
make them eligible is the affirmative action of the Board. The paper of 
finance and credit companies, it is stated, is a safer and more desirable 
asset for banks than ordinary commercial paper and much more liquid 
than a great deal of the agricultural paper which is now eligible. It is 
further contended that the granting of the request will stimulate the 
marketing of many important classes of merchandise and that thereby 
“an important contribution will have been made to the return of prosper- 
ity.” Freer access for finance companies to bank credit, it is claimed, 
would reduce the cost of buying on deferred payments, increase the pub- 
lic ability to consume, and safely expand the buying rate for numerous 
classes of commodities, thus increasing the total volume of manufacture 
and commerce. 

“Finance company paper is one of the safest kinds of commercial 
paper, perhaps the safest in which a bank can invest,” says the peti- 
tion. “Finance companies rarely fail so as to exhaust their own capital. 
Consequently loss to creditors is practically unknown. Substantially 
their entire assets are invested in current self-liquidating receivables. 
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Instalment notes, the bulk of finance company assets, usually run for 
twelve months or less, but this does not mean that if the company 
stopped doing business it would take a year to collect any substantial 
part of its receivables.” A special committee on eligibility points out that 
finance company paper is generally admitted to be a safe risk in times 
of normal business but forebodings are often heard that in times of de- 

ression these credits will become frozen. The reverse is true, it is 
claimed. After diligent search the Association has been unable to find 
record of the failure of any finance company during the depression of 
1921, and at that period when capital was unusually timid, finance com- 
pany paper stood out as conspicuously safe. This experience is said to 
have been practically duplicated in the present depression. 

It may be well at this juncture to give in concise form a summary of 
the various steps involved in a typical transaction between an independ- 
ent New York finance company with subsidiaries abroad, such as the 
Commercial Investment Trust, Incorporated, and Kemsley Millbourn 
and Company, Limited, and, for example, a Buenos Aires distributor of 
automotive products. This summary will explain somewhat in detail the 
wholesale financing plan which obtains similarly in practically all foreign 
countries. 


. The distributor, having need for an additional stock of cars, cables to 
the factory an order for 10 automobiles. 

. If he wishes to have the shipment financed by a finance corporation, he 
sends a copy of the cable-order to the corporation’s branch office in 
Buenos Aires and asks for financing service. 

. The distributor’s standing is investigated by the local branch office and 
its manager submits the request and a report on the distributor to head- 
quarters in New York with his recommendation for approval. 

. The distributor being recognized worthy of credit, the management in 
New York agrees to finance the 10 cars, and the factory is advised by 
telegram of such confirmation. 

. After the 10 cars are boxed for export they are dispatched to New York 
for shipment abroad. 

. A sight draft drawn on the finance corporation is attached to the rail- 
road bill of lading and, together with factory invoice and shipping in- 
structions, is mailed to New York. 

. The finance corporation pays the sight draft which covers the value of 
the 10 cars as shown in the factory invoice plus loading charges and 
inland freight. 

. The finance corporation prepares the “ocean documents” and those for 
the wholesale financing plan. 

. The “prenda agraria” or chattel mortgage, Argentina’s most effective in- 
strument for legal protection, is made out in Spanish. 

- A sight bill of exchange is drawn on the distributor to cover the ocean 
freight, inland freight, lighterage, loading charges, marine insurance, 
consular charges, telegrams and cables and financing charges. 


] 
8 
4 


216 Ferdinand Meyer Labastille [ June 


11. Ten 120 days sight bills of exchange are also drawn on the distributor, 
a. One bill is drawn for the amount of each individual car, in this case 
we should have 10 different bills of exchange. 
b. The amount of each bill would correspond to the amount of each 
respective model as shown in the factory invoice. 

. These 10 date drafts with factory invoice and prenda agraria are at- 
tached to the ocean bill of lading and consular invoice. ‘ 

. The sight draft, the date drafts and the corresponding shipping docv- 
ments are sent to the New York correspondent bank. 

. This bank in turn mails everything with the specific instructions of the 
finance corporation to the collecting bank in Buenos Aires. 

5. The collecting bank in Buenos Aires presents the documents to the 
drawee who pays the sight draft, accepts the date drafts and executes 
the prenda agraria. 

(The financiers are protected by the Argentine Prenda Agraria law. 
It was devised by statute in 1914 to assist farmers in procuring loans 
of money and to provide protection to the lender in the form of a 
lien on machinery retained in the possession of the debtor. The name 
of the law does not express its full scope. In 1927 it was interpreted 
as including motor trucks. Courts have recently recognized its appli- 
cation to passenger cars, although in order for instalment sales to fall 
strictly within its provisions, there must be the intervention of a 
finance company or bank as the lender of money to pay for the cars 
at the source of supply.) 

. The distributor thereupon receives from the bank the bill of lading, 
consular and factory invoice with which to clear the cars through the 
Buenos Aires customs house. 

. The branch of the finance corporation sees to it that the distributor 
clears the cars promptly, meaning that he pays the import duty thereby 
forcing the distributor to establish an equity in the cars. 

. The distributor is granted 80 days to clear the cars. The financiers are 
anxious to lessen the risk of models getting out-of-date or unpopular 
while they are lying in the government warehouses. This provision of 
early payment of the import duty is also intended to get the distributor 
interested in selling the cars as quickly as possible for now his money 
is also tied up. 

. The Argentine ad valorem duty amounts to over 83 per cent of the 
invoice value. 

. The distributor, upon clearing the cars through customs, unboxes them, 
prepares them for exhibition and places them on the floor in his show- 
room. The cars are not allowed to be taken out for demonstration pur- 
poses; they are still the property of the finance corporation. 

. An employee of the branch office checks the cars every 80 days at the 
showroom or service station. 

. During the time the cars are in the dealer’s possession he must provide 
for fire insurance. Usually the finance corporation arranges for insurance 
automatically and has the cars covered by a world blanket policy con- 
tracted for in New York. 

. If the distributor sells the car, he must pay the corresponding bill of 
exchange immediately even though before maturity. 
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_ A few days before maturity date of the bills the collection bank asks the 
distributor to attend to payment. 

_ He pays the amount of the drafts plus cost of cable transfer to New 
York plus collection charges of the Buenos Aires bank and New York 
correspondent bank’s commission. 

_ If cars are not paid at maturity date, the branch office manager may ex- 
tend drafts beyond the original 120 days for another 60 or 90 days after 
having again fully investigated the actual credit risk and received the 
approval from the home office. 

_ If maturity is further extended, the distributor must pay the interest 
on the expired 120 days plus 10 per cent of the amount of the draft. 

98, The interest charged in the various South American republics where the 
finance corporation maintains subsidiaries varies according to the money 
rate prevailing in the country and in keeping with the legal interest rate. 
In Argentina the customary interest rate is 9 per cent. Neither Argentina 
nor Brazil have usury laws. In Chile, on the other hand, at the present 
time the legal rate varies from month to month. In December, 1931, it 
was set by the special commission at 14.48 per cent. 

9, When the Finance Corporation deals with an important distributor who 
is enjoying a large turnover, it may grant differential wholesale financ- 
ing rates. In order to be entitled to such an advantageous rate, the dis- 
tributor must also agree to arrange for the facilities of the corporation’s 
retail financing. 

. The financial charge consists of a flat rate. It includes interest, cost of 
credit investigation, cost of checking up cars, fire insurance and a com- 
mission. The flat rate is a definite percentage from the amount per car 
stated in the factory invoice. 

Financial service to the automobile distributor in respect to retail sales is 
twofold. It converts the purchaser paper into cash, primarily a credit exten- 
sion and therefore subject to the rules which customarily govern the granting 
of sound credit. Avoidance of delay is an essential requirement in this service. 
The finance company must complete its investigation of the purchase and 
pass on the paper before the dealer can complete the sale. It is characteristic 
of the automobile buyer that once having made up his mind to make his pur- 
chase he is exceedingly anxious to drive his car. A well functioning finance 
company must be equipped to pass on an automobile credit sale within 24 
hours. Obviously this calls for a specialized service. 

Further service extended by the finance company is the help given in mak- 
ing the instalment collections. In the overwhelming percentage of cases the 
payments are made when due, but the fraction of the average 2 per cent 
of default presents problems which would result in losses were it not for 
the finance company’s special equipment to deal with the exceptional cases. 
The corporation’s branch must maintain credit, collection and legal depart- 
ments, Because of transacting a much larger volume of credit business than 
the individual distributor, these corporations are able to hire good legal 
talent, their lawyers are employed on retainer fee, their salary basis being 
guaranteed, 

Of all automobiles exported to South America, 85 per cent were sold on 
the instalment plan in 1929. In Europe the estimated percentage of auto- 
mobiles sold on time during that year was approximately 70 per cent. The 
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importance of the instalment selling system in foreign countries is apparent 
when compared with the percentage prevailing in 1929 in the United Stata 
—the cradle of the plan. About 55 per cent of automobiles were thus solj 
in the United States, The percentage of repossession in South Americ, 
amounted in 1929, when latest figures were available, to only about 2.39 
per cent. 


The conditional-sale form of agreement calls for a specified down pay- 
ment, with the remainder usually divided in equal monthly instalments 
including finance and other charges. The common practice in the more 
highly developed foreign markets is to exact a down payment of about 
33 1/8 per cent. A credit period of from 12 to 18 months on passenger 
cars is then allowed. 

The following is a quotation from one of the bulletins of the Bureau 
of Foreign and Domestic Commerce: 

American automobiles predominate in Latin America, and it is natural 
that facilities for automobile financing should be favorable to the American 
car. In only two countries is it reported that European dealers have an ad- 
vantage over American dealers. One is Bolivia, where certain European 
manufacturers offer their dealers credit of one to two years while American 
dealers require cash. This disadvantage practically vanishes, however, since 
American companies monopolize the business. The other country is Guate- 
mala, whose dealers in European cars are allowed six months’ credit while 
American companies usually require payment for the car before it leaves the 
factory. This practice seems quite a burden because of the scarcity of money 
and high rate of interest. Inasmuch as the local interest charge is usually 12 
per cent, facilities for the dealers financing with American companies or 
banks at lower American rates would be of great assistance in the increased 
distribution of American vehicles. 

In view of the inadequacy of the law on the subject of instalment 
selling in many foreign countries, it would be inadvisable for any finance 
company to decide on operations in those countries until laws are devised 
to offer proper protection. 
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THE INCIDENCE OF REAL ESTATE TAXES 


Scientific reconsideration of incidence in this field, so far as there has been any, 
has commonly taken the form of questioning the traditional treatment of taxes on 
jand value. A more promising field for needful qualification is that of taxes on 
buildings and improvements. Two comments are offered: 

1. That the business cycle, as reflected in the building field, has created a more 
or less “normal” condition, to which the conventional analysis of shifting does not 
apply, and has thereby placed upon building owners the greater part of the burden 
of taxes, Which they are commonly assumed to share with tenants and others. 

2, That modern business relationships, accentuated by factors associated with the 
business cycle, have frequently had the effect of making the “payment” of taxes 
more significant than the “burden,” even if the latter were shifted in toto. 

Conclusion: Both of these tendencies have increased the hardships and malad- 
justments brought about by the rigidity of a tax system based chiefly on property, 
and point to the necessity, under modern business conditions, of a tax system in 
which both “payment” and “burden” will be more definitely related to income or 
financial capacity. 

In the widespread discussion of real estate taxes in recent years, little 
consideration has been given to the shifting and incidence of these taxes. 
When this aspect of the problem has been referred to, it has commonly 
been assumed that taxes on buildings are shifted in greater or less degree 
to the tenants; high rentals have frequently been explained on the 
ground that they contain a large element of taxes. Where any scientific 
reconsideration of theories of incidence in this field has been attempted, 
it has commonly taken the form of questioning the traditional theory 
with regard to taxes on land and of efforts to demonstrate that taxes on 
land value may in reality be shifted in much the same way as taxes on 
other commodities. 

The writer’s observation of the real estate and building field over the 
past decade has suggested that herein scientific treatment should be 
exactly reversed ; that while there is little ground for modifying the long 
established theory of land taxes, there are grounds for seriously ques- 
tioning the usual application of the theory to taxes on buildings. A full 
discussion of this broad field of incidence can of course not be attempted 
ina single article; but the grounds for adhering to the established theory 
in the one case and questioning it in the other will be outlined briefly. 


I. Taxes on Land Value 


In general, taxes are shifted only by reducing the supply of a com- 
modity and consequently raising its price. The question, therefore, is 
whether a tax on land value can have the effect of reducing the supply 
of land, in the sense not merely of physical quantity of land but the 
amount available for sale, rent, or use; that is, the market supply. 


A. Special Land Taves 


It is a commonplace to observe that even a land tax, if not a general 
tax applicable to all land in a given jurisdiction or competing area, will 
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be subject to the same processes of shifting as any ordinary tax. A tay 
laid only on certain classes or uses of land will reduce the supply avai. 
able for these particular uses, wherever alternative uses exist. A heavy 
tax on golf courses would reduce the supply of land devoted to that Use, 
as would a tax on subdivisions, on tobacco land or wheat acreage, or 
on any other specific classification of land. h 

We rarely have such arbitrary classifications in modern times; but we 
not infrequently have situations in which differences in the administra. 
tion of a tax or in the economic situation of the taxpayer result in real 
differences in the pressure of a tax upon different areas, with conse 
quent movement of land and resources from one use to another. The 
effect of assessment policies on the transfer of agricultural land to sub- 
divisions is an illustration of such a situation. In this case, if the amount 
of agricultural land affected is sufficient to have an appreciable effect 
upon the production of fruit and vegetables for the local market, the 
result must be that some part of the tax on these lands is shifted to the 
consumer in the form of higher prices for these products.* 

All this has been recognized in a general way in the accepted theory 
of incidence. But the writer is convinced that actual inequalities of pres- 
sure, in consequence of differences in assessment and administration and 
in the competitive relationships of different land uses, have developed 
over much larger areas than have yet been recognized; and that these 
differences have had more substantial effects upon transfers among 
alternative uses and consequently upon the shifting of land tazes than 
the prevalent theory of incidence Mas commonly conceded. 

Definite conclusions in this field, however, will have to await more 
extensive and more rigid research than has yet been carried on. Conse- 
quently further discussion in this portion of our inquiry will be limited 
to the operation of general taxes on land. 


B. General Land Tazes 


So far as land is subject to processes of production, heavier taxes 
will discourage these processes, whatever they may be—draining, filling, 
excavation, grading, and so forth. To the extent of this discouragement, 
the production of these particular classes of land will be diminished ; and 
prices, rentals, and prices of products will be raised by the effect of 
that amount of diminution. 

The problem hinges upon “that amount of diminution” in the produc- 
tion of land. There have been somewhat extreme points of view on this 
subject, and it has sometimes been maintained that land is subject to 


1See The Valuation of Vacant Land in Suburban Areas, Simpson and Burton, 
Institute for Economic Research, 1931. 
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“production” in the same way as other commodities. In support of this 
view, it has been urged that not only clearing, filling, grading, and the 
ordinary physical processes of preparing land for occupation and use 
should be classed as production of land; but that railroad construction, 
transport facilities, and steamship lines which provide access to land re- 
sources, inventions and technological processes for utilizing the products 
of land, provision of markets for the products of land, and the specula- 
tive holding of land for future utilization—all constitute processes of 
“producing” land. From this premise it follows that if the “supply” of 
land is dependent upon these various processes of production, any fac- 
tor, such as a tax on land, which lessens the incentives to its production, 
will have the effect of reducing the supply and thereby shifting the tax, 
much as a tax on any other object of production might be shifted. 

‘wo observations upon this point of view may be offered. 

(1) The first is that whether one wishes to call such general activi- 
ties processes of producing land or not is immaterial, since these are the 
underlying processes of production of all commodities, The difference 
lies in the fact that whereas the value of land and manufactured com- 
modities alike depends upon the maintenance of these underlying proc- 
esses, manufactured articles require, in addition, a variety of specific 
operations and costs, without which they will not be produced. It is 
these specific costs that we have in mind when we speak of the influence 
of costs of production on prices and on the shifting of taxes. Railway 
and highway construction across the middle west and steamship trans- 
portation across the Atlantic to carry American grain to European 
markets were all parts of the cost of “producing” the Mississippi Val- 
ley, if one wishes to put it that way. They represented likewise a part of 
the costs of making St. Louis the center of an important shoe manufac- 
turing industry. But over and above all such common and general costs, 
the production of shoes requires not only a variety of specific operations 
and costs, but requires the constant repetition of these operations and 
costs. It is the absence of these costs that differentiates land from freely 
reproducible commodities and that creates fundamental differences in 
the incidence of taxes. 


(2) Our second observation is that those who apply the above argu- 
ment to the incidence of taxes on land appear to have overlooked the 
obvious fact that past processes of production of land, whatever they 
may have been, have now been embodied in the land and can have no 
effect on present and future incidence. One might concede that the whole 
earth was produced by Atlas or some other embodiment of human re- 
sources; and that had it not been taxed, he might have made a bigger 
and better earth than he did. But all that creative effort has now been 
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permanently embodied in land—it makes no difference whether we prefer 
to lump it under some more general term, “capital,” or what we call it— 
and taxes now can have no effect on the quantity of land resulting from 
this past production. 

The only way in which taxes can now affect the “production” of land 
and thereby be subject to the ordinary processes of shifting is in so far 
as they may affect potential future production of land. In Florida at 
the present time there are some 87,000,000 acres of land. The only way 
in which taxes on the value of this land will reduce the quantity of land 
in Florida is in so far as such taxes may retard the future production of 
additional acres in that commonwealth. Needless to say, the amount of 
such future additions to the land supply of Florida is going to be very 
small; and that fraction of this amount which will come or not com 
according as it is taxed or not tazed is a still smaller fraction. This, of 
course, does not preclude a vast amount of shifting of land resources 
back and forth among alternative uses, according to the varying pres- 
sure of taxes and other costs upon particular uses. But most of us will 
probably feel that the total amount of land available in Florida over 
the next hundred years is going to be pretty much the same, regardless 
of the varied tax polities which may be adopted in that time. 

In that case, the tax cannot be embodied in the costs of production 
and passed along to the purchaser, tenant, or consumer. The tax be- 
comes a fixed charge upon the land in exactly the same way as a mort- 
gage and reduces by some corresponding amount the net value of the 
land. 

Conclusion—T axes on Land 


The writer finds it difficult, therefore, to come to any other conclu- 
sion than that the prevalent theory of the incidence of land taxes, as it 
has been worked out for the past hundred years or so, still holds sub- 
stantially true; that modifications in its application will not be found in 
any existing differences of philosophy with regard to the character of 
land or the nature of its supply; but that research may well be made 
into those fields where differences in the pressure of a supposedly gen- 
eral tax will bring about movements among alternative land uses that 
may make some shifting even of land taxes possible. 


II. Taxes on Buildings and Improvements 
General Theory 


The general theory here has always been that so far as taxes, like 
other costs, limit the amount of building, they reduce the supply and 
make the shifting of some portion of the tax possible. With this theory, 
as a statement of general tendency, the writer has no ground for dis- 
agreeing. But two comments will be offered, one upon the conditions of 
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its application, and one on its significance from the standpoint of tax 
policy. 
(1) Conditions of Its Application 
It is the economist’s task to keep theory and experience in neighborly 
juxtaposition and to note constantly the coincidences and divergencies 
of the two. In the great building expansion of the past decade it is an 
unhappy commonplace to observe that much of this construction has 


een highly speculative. Much of it has been carried on without refer- 


ence to costs—of labor, materials, financing, or otherwise. The specula- 
tive element may possibly have been larger in Chicago, where the writer 
has had somewhat unusual opportunity for close observation of the 
movement, than in many other cities; but it has been a large element in 
Detroit, Cleveland, New York, and quite generally throughout the 
southern and western states—so much so that cities where it has not 
been present would be distinctly the exceptions. 

Throughout this building expansion, in the urban areas, at least, 
it would be extremely difficult to discover any way in which taxes have 
had any effect upon the amount of commercial and industrial construc- 
tion or even upon the residential construction carried on by real estate 
and commercial companies. The writer has quoted elsewhere the state- 
ment of a representative of one of the largest development companies 
in Chicago, in 1927, that “we don’t figure on taxes at all.” And that 
was the truth throughout most of this period. Speculative profits, actual 
and anticipated, were so liberal, that taxes seldom entered into the de- 
cision when or where to build or whether to build or not. 

It was the familiar case of surplus throughout a supermarginal field 
of activity, where costs were no longer determining factors. And if one 
sought diligently for a “marginal producer,” whose option might de- 
termine the limit of production on the basis of costs, one found these 
marginal producers (marginal in every economic and business sense) 
frequently the most reckless of all. 

Unreasonable and unorthodox as this may appear, the explanation is 
surprisingly simple. Shifting assumes a margin of production, which sets 
a limit to production under given conditions of cost, demand, and so 
forth. A tax raises this margin and cuts off production at an earlier 
point, thereby raising the price. But this analysis is after all only a 
description of the supposed behavior of producers under a given set of 
conditions. It assumes that producers will have sufficient intelligence to 
know where this margin is and “gumption” enough to stop when they 
get there. But what is going to happen if they have neither? And if, 
furthermore, there really is no way in which to detect this margin, since 
the demand for buildings cannot register itself in homogeneous or com- 
parable quotations, like commodity prices, from day to day or month 
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to month? And if, still further, this is not a sporadic or exceptional 
situation, but very nearly the “normal” condition in the United States, 
so far as commercial building operations are concerned? | 

Probably the best clue to what is likely to happen is what has beep 
happening for the past decade; and we have undertaken to represent 
this in the accompanying graph. Here lines AB and EF represent the 
familiar supply and demand curves, respectively. AB represents the cost 
of constructing and operating buildings, without taxes; CD the cost 
with taxes; a@ the margin of production without taxes, and xv’ the margin 


CURVE OF 


CONTROL NCIDEN OF TAXES ON BUILDINGS 


with taxes. Kx represents the level of prices or rentals for building 
accommodations, without the tax; Jz’ represents the supposed higher 
prices or rentals, which in the usual theory would eventually be estab- 
lished as a result of the tax. P, therefore, represents the portion of the 
tax that is shifted, and g the portion that remains with the property 
owner. 

This is accepting the normal process of shifting and incidence in the 
case of any commodity whose supply is limited by the costs of produc- 
tion. It has been customary to apply this analysis to taxes on buildings 
and improvements, with only the perfunctory qualification that it re- 
quires a longer time for changes in taxes to register here than in the 
case of ordinary commodities. For the sake of later reference, we have 
drawn a circle around the general price area within which this process 
of shifting is assumed to take place. 

But on this theoretical analysis, we have superimposed one factor, 
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which appears to the writer to have changed the whole situation. This is 
what we may call the “inflated demand” curve, which dominated building 
operations throughout the period of prosperity, represented by the line 
GHI on our graph. One is tempted to call this a “fictitious” or “antici- 
pated” demand, in contrast with a curve of “actual” demand below it; 
but of course this was the actual demand while it lasted. The fictitious 
element was the assumption that this curve would continue to hold in- 
definitely into the future; or, speaking more analytically, that the lower 
range of the curve, when subjected to the increased amount of construc- 
tion going on, would not drop below the curve of costs, CD. 'This hypo- 
thetical continuation of the course (which proved in the end not to be 
there) we have represented by the dotted extension HI, y represents the 
point at which this anticipated demand might have intersected the cost 
curve, if it had continued far enough, and established another area of 
shifting. 

As a matter of fact, before it reached any such point of equilibrium, 
the boom collapsed, and prices and rentals dropped to some lower curve 
of “normal” demand, but intersecting this curve at a still lower point 
now on account of the additional construction thrown on the market in 
the interim by ultra-marginal producers, K, L, M, and N. 

Alongside of line GH, dropping abruptly from H to z, and thence 
following the line zF, is another line designated “curve of control,” 
meaning thereby to indicate the factors that have actually governed 
building operations throughout past periods. 

In the boom period, extending in most cities from 1923 to 1929, the 
actual demand for building accommodations, in the sense of demand for 
actual use, had little, if anything, to do with the magnitude of building 
operations. Nobody knew what the actual demand was, and nobody 
seemed to care greatly. The only curve that development and construc- 
tion companies and finance concerns saw was the rainbow curve of an 
unlimited future demand that would continue to fill their buildings or 
take properties off their hands at advancing prices. In other words, the 
ordinary demand curve ceased to function as a market factor and was 
replaced by a much higher curve of anticipated demand. It would be 
more accurate to say that in most fields of building any actual demand 
curve, in the sense of demand for actual use, ceased to exist; and a de- 
mand based, even in the minds of consumers, on anticipated uses took its 
place. 

This psychological curve governed building activities until the col- 
lapse of the boom. Thereafter psychology dropped to the level of actual 
demand, intersecting that curve at a lower level, as we have pointed out, 
on account of the additions to the supply of buildings in the meantime. 
Needless to say, this deflated “normal” demand now governs the build- 
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ing situation. In the diagram a static graph, representing theoretically 
a momentary demand and supply situation, is unavoidably combined 
with the histogrammatic element in the control curve; but if it suc. 
ceeds in making our meaning clear, the cartographic anomaly may per- 
haps be tolerated. 

It means, in so far as this describes the situation accurately, that the 
factors which actually have governed the volume of construction have 
not been such as to set up any level of marginal costs which would make 
shifting possible. ‘The ingredients out of which to construct a paralleo- 
gram of shifting and incidence have not been present. The expansion, 
collapse, and depression in sequence have carried the building industry 
completely around the area of any possible shifting, and have landed it 
in a trough of acute over-supply and deflation, where any shifting is 
obviously out of the question. 

An interesting problem in market analysis is afforded by the segment 
zF.. Is this in reality a continuation of the curve GH, whose elasticity 
broke under the increased supply represented by L, M, and N? Or is it a 
projection of an entirely different curve Ez? Among real estate men the 
consensus of opinion (translated into academic terminology) is that zF 
is not merely the bottom of an inelastic curve or a curve whose elasticity 
gave way rapidly throughout its lower ranges; that if this increased 
supply of building had been thrown upon the market in 1926 or 1927, 
while the demand curve might have dropped rapidly, it would not have 
fallen to anything approaching the level of z; that the segment zF is 
therefore a projection from a very different curve, Ez, brought about 
by radical changes in the purchasing power and economic position of 
“consumers,” as well as changes in the supply of buildings. In any 
case, it does not affect our inference that the factors which have gov- 
erned construction throughout the past decade, and probably for a 
much longer period, have created surplus profits throughout one period 
and deficits throughout the other, both of which would make shifting 
impossible; and the swiftness of the collapse would seem to have pre- 
cluded the maintenance of any intervening purgatory long enough for 
one to shift any taxes in the course of his descent. 

The preceding discussion applies to commercial building operations 
and buildings of all kinds for business purposes. In the case of single- 
family residences, however, built by owners for the purpose of residence, 
taxes have been a serious factor, one upon which the prospective home 
builder has generally “figured” long and earnestly. But a home-owner 
occupying his own home cannot shift the taxes, for the simple reason 
that there is no one farther down the line to whom to shift them. It 
happens, therefore, that the one conspicuous field of building in which 
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taxes have been a serious deterrent is a field in which shifting has al- 
ready been precluded by the nature of the ownership and use. 

Consequently, while the writer would subscribe to the general theory 
of incidence, as it has commonly been worked out by economists, and 
entertains no illusions about seriously modifying the elements of this 
theory, he has been forced by observation over the past decade to the 
conclusion that the building industry does not afford the conditions 
which make an application of the theory possible. The people who do 
the building have not behaved as, under the theory of incidence, they 
are expected to, and as they should have behaved if they wanted to shift 
their taxes. 

Of course, there are relatively static districts, sufficiently stabilized to 
avoid speculative movements and sufficiently isolated by their location 
or character to avoid the consequences of inflation and deflation else- 
where; but they are very rare. Special situations also may be figured 
out, involving peculiar processes of shifting, some of which the writer 
has endeavored elsewhere to trace. One such situation is interesting, be- 
cause it illustrates the fact that a tax which cannot be shifted itself 
may become a factor in the shifting of some other tax. 

The impact of a tax depends on many other considerations than its 
amount. A lump-sum tax will ordinarily develop more prophylactics 
than the same amount of tax spread over an indefinite number of small 
payments; a direct and visible tax more than an indirect and invisible 
tax; and a permanent tax more than one which offers a gambling chance 
of discontinuance or modification. Now, it happens that the tax on 
private homes occupies the less favorable position in all these alterna- 
tives. In the first place, it is a painfully direct tax; whereas such portion 
of the taxes as the tenant pays on an apartment building are so indirect 
and unrecognized that it is necessary to write labored papers like the 
present one in order to determine whether he really does pay them or 
not. In the second place, it is a lump-sum tax, with “delinquent” and 
“penalty dates,” which the ordinary home-owner has to begin to mark 
on his desk calendar months ahead; whereas any taxes the apartment 
dweller pays are at least spread evenly over the twelve months of the 
year. In the third place, when one builds a home, he realizes that he is 
assuming not only a mortgage, interest payments, repairs, and other 
responsibilities of a permanent investment, but also an annual tax bill, 
whose recurrence is as certain as anything in life; whereas, if he rents 
an apartment, while he may be fully convinced that the owner is shifting 
some of the taxes, he is at least free to move at any time to some other 
location where rents are lower, salaries higher, or facilities more con- 
venient. 
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The consequence is that even if assessments and taxes were exactly the 
same in the case of homes and apartments, the pressure of the tax would 
be a greater deterrent to home building than to apartment building and 
renting. This means a greater demand for apartments than would be 
the case without the tax; and to this extent the tax on homes has the 
effect of making it possible to shift a portion of the tax on apartment 
buildings. 

But notwithstanding all of these special situations, it is apparent that 
in most sections of the country throughout the past decade the supply 
of buildings has been governed by factors and conditions which make 
the application of the usual theory of incidence impossible; and that, in 
consequence, the taxes on buildings and improvements have not been 
shifted to any appreciable extent, as one would expect, and as the writer 
himself has taught his classes for years. 

It is true that what we have said about taxes on buildings applies in 
greater or less degree to many other fields of production in which there 
has been excessive speculation. But the background of the problem is 
in reality something broader even than speculation—it is the “business 
cycle” itself. And the effect of the business cycle, throughout both its 
upward and downward movements, in suspending more or less indefinite- 
ly the conventional analysis of shifting and incidence in those fields of 
production whose movements are correlated closely with the general 
phases of the business cycle, is a problem to which the writer hopes to 
contribute somewhat further. This, however, is beyond the scope of the 
present paper; and in the meantime the building field may serve to 
exemplify this larger problem. 

(2) Significance of Shifting from Standpoint of Tax Policy 

One other thing which developments of the past decade have clearly 
suggested is that even where these taxes may be shifted more or less in 
accordance with the customary theory, the significance of this fact is 
much less than has commonly been assumed. Shifting means shifting the 
“burden,” as we have always been careful to explain, though the “pay- 
ment” is still made by the party upon whom the tax was originally 
levied. But there are business relations, of importance to the community 
as well as to the individual directly concerned, in which the payment 
may be more significant than the burden. Let us take a hypothetical 
illustration, of a kind that can be reproduced in actual business thou- 
sands of times, except that in our illustration we shall concede the shift- 
ing of the taxes. 

Suppose that a small apartment building, built four or five years ago 
at an actual cost of $125,000, is now worth only $90,000, because simi- 
lar buildings can now be constructed at the lower cost. Suppose that the 
supply has now been adjusted to the actual demand; and that both have 
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been adjusted so nicely to costs that rentals are now on a cost basis. 
Assume that this means a rental of 10 per cent on the value of the 
property; of which 2 per cent represents taxes and 2 per cent insurance, 
repairs, and current costs, leaving 6 per cent (on $90,000) for interest 
on the investment (at current value) ; so that taxes are entirely shifted 
to the tenants, and it is possible to show that none of the “burden” of 
real estate taxes rests upon the building owner. 

But suppose the building was financed at the time of construction to 
the amount of $100,000, with an interest charge of $6,000, including 
both first and junior liens—not excessive financing for well located, 
established types of building. But the second mortgage is due; it may 
even have been renewed once in that time; and the holder is refusing to 
renew without some reduction of the principal. The rental is yielding, on 
our supposition above, something less than sufficient to cover texes and 
interest and of course nothing for payment of principal. The fact that 
the burden of the tax if shifted to the tenant does not prevent the dis- 
astrous results of a heavy concentration of fixed charges on the equity; 
and the tax, under most of our property taxes, falls entirely on the 
equity. 

The result is what has happened thousands of times all over the 
United States in the past few years. Equities have been wiped out and 
properties sacrificed through forced sale or foreclosure, with disastrous 
effects upon real estate values and real estate credit, which in turn have 
precipitated failures of banks and financial houses and entailed the loss 
of millions of dollars by people who have supposed that they had no con- 
nection with any real estate investments whatever. 

The harm here is not the onerousness or injustice of the tax, but the 
financial and industrial dislocation to which it contributes. And it does 
not help the situation to say that it is due to speculation and overbuild- 
ing. Some speculation, overproduction, and deflation are inevitable as 
long as we have our unstable price level. And no matter who is responsi- 
ble, conservative as well as speculative builders are involved in the losses, 
and the whole community suffers the consequences. 

Taxes are a factor in this process, not on account either of their 
amount or their incidence, but on account of the rigidity of their pay- 
ment, which even a complete shifting of the tax will not alleviate. These 
conditions happen to be particularly fresh in mind on account of our 
recent experiences; but the rigidity of real estate taxes has worked 
hardship for many years and in many fields, entirely aside from any of 
our recent experiences. It has wrought havoc in farm taxes. And alto- 
gether it is probable that the rigidity of real estate taxes has been more 
painful and costly than their amount, large as this is. This fact makes 
the shifting of taxes, to whatever extent it may take place, of consider- 
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ably less significance in this field than it might have in other fields of 
taxation. 
Implications 


If these conclusions are sound, they convey two implications, one 
applicable to the real estate owner, the other to the rest of us. 

The first is that the real estate owner may substantially reduce his 
taxes by taking steps to remove the flagrant speculative elements and 
speculative practices from his field. It is these elements that have pre 
vented him from shifting his taxes in the past. If he will remove these 
elements and get the building business established upon some stable basis 
in relation to costs, he will thereby give the orthodox laws of incidence 
at least a gambling chance to operate, which in the past they have not 
had. We sometimes speak of the impossibility of repealing economic 
laws; the building business, through the habitual behavior of its mem- 
bers, has seemingly repealed the laws of incidence in this field; and this 
paper may be construed as a plea for a return to “law abiding” habits 
in the field of economic law. 

The second implication is that since realtors and builders will prob- 
ably not need this plea; and since, even if they do, shifting the real 
estate taxes will not eliminate the harmful consequences of the unyield- 
ing rigidity of these taxes, it behooves the rest of us to move, with such 
haste as we may, toward the adoption of less rigid forms of taxation. 
Our modern financial and industrial mechanism requires forms of taxa- 
tion that will have a smaller “load-factor”; taxes in which the payment, 
regardless of the “ultimate burden,” will have less of the character of 
an unvarying fixed charge and will be adjusted with some reference to 
the business situation and financial capacity of the taxpayer. 

Hersert D. Simpson 

Northwestern University 
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THE EQUATION OF EXCHANGE AND THE PRICE 
STABILIZATION PROBLEM 

Price stabilization assumes that there is one value of money and that this is 
measurable. The reasons for price stabilization are classified. The fact that the prices 
of different kinds of things do not fluctuate together indicates that money has inde- 
pendent values in different uses. The equation of exchange*has been wrongly used to 
determine the general price-level. Keynes’s newer equation takes account of the fact 
that the values of money in different uses differ, but cannot be used to measure 
these. The value of money has also been measured by representative indexes made up 
of prices which are assumed to be typical. This method cannot be used if the move- 
ments of all prices are not the same as those of the representative index. Stabilization 
of price relationships is needed to accomplish the aims of price stabilization. 


The value or purchasing power of money has been assumed to be 
measurable in terms of an index number or general average of some 
prices. The growing demand for regulation of the supply of money in 
circulation with a view to maintaining the stability of this index has 
suggested a study of the theoretical basis for assuming that there is 
one value or purchasing power of money and, if there is one, that it 
is measurable. Money, in this discussion, will be used to mean all the 
circulating media, including bank deposits subject to check. If there 
is such a thing as one value of money it may or may not be measurable. 
If it exists and is measurable, stabilization of it alone may have various 
effects. It may promote unduly the interests of one class at the expense 
of all others. For this reason, the aims of monetary policy must be 
defined at the start. The desirability of adopting these aims will be ex- 
amined in the light of the feasability of their application and the ef- 
fects which their attainment will have on the distribution of the income 
of society. 

The aims of banking policy may be summarized as those influencing 
the size of the social product and those influencing its distribution be- 
tween classes or between producing groups. The authors and advocates 
of plans to regulate the supply of money with a view to maintaining 
stability of an index of average prices claim that this will render fairer 
the relations of debtors and creditors, guarantee a constant real wage 
to the laborer, render accounting more accurate and thus reduce the 
risk element in business, or even that it will eliminate all fluctuations 
of trade. 

The first aim of banking policy which we shall discuss is protection 
of the gold reserve. This has always been the only important considera- 
tion taken account of in fixing the discount rate of the Bank of Eng- 
land. Since the war, the accumulation of surplus gold reserves in some 
centers has resulted in a search for some other measurable guide to dis- 


count policy. The stabilization of prices has been the one most advo- 
cated. 
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The proposal that the central bank attempt to influence the distri. 
bution of the social product between debtors and creditors, by making 
the goods-value of debts stable, is an old one. This was the sole reason 
given for stabilization schemes during the last century. Jevons proposed 
that this should be accomplished by having contracts for future pay. 
ments made in terms of an index number.* 

The third aim of central banking policy is to stabilize the distriby. 
tion of the social product among the various producing and trading 
groups in the community with a view to encouraging a balanced pro- 
duction of consumers’ goods, producers’ goods, and other goods. Mr, 
Dennis Robertson, in his book Banking Policy and the Price Level 
(1926), gives an analysis of this process and comes to the conclusion 
that stability of prices, as an aim of banking policy, is not consistent 
with a proper balance between the provision of fixed capital and the 
provision of circulating capital. Extracting from the public savings 
for enabling society to carry on production he considers to be the pri- 
mary duty of banks. Capital for acquiring instruments of production 
is provided by investors, but there is an “obligation which rests upon 
the banking-system to preserve some sort of a balance between them” 
(p. 91). He goes on to state, “It is part of the duty of the banking- 
system to promote at each phase of the cycle such a balance between 
the different kinds of production as to minimize this source of instabil- 
ity in the estimates made by the business world of the advantage of 
acquiring instruments” (p. 94). That it is impossible for the banks to 
ensure the steady growth of circulating capital without some changes 
in the price level is proved by a series of equations.” 

Keynes states that “the true criterion of a creation of credit which 
shall be non-inflationary” is “the preservation of a balance between the 
rate of saving and the value of new investment.’* He believes that this 
can be done by rendering stable the “price-level of output as a whole.” 
Although he recognizes that the price-level of commodities is not neces- 
sarily related to the price-level of financial obligations, in fact that 
“at times of a rapidly changing price-level the index of gilt-edge securi- 
ties will tend to move, not in the same direction, but in the opposite 
direction from” the price-level of commodities and wages (p. 84), he 
still considers that the stabilization of commodity prices will effect a 
cure because of “the effect of an increased production of investment- 
goods on the state of demand for, and hence the price-level of, consump- 


1 Money and the Mechanism of Exchange, N.Y., 1875, chap. xxv. For a brief ac- 
count of other proposals of that time, see I. Fisher, Stabilizing the Dollar, N.Y, 
1920, appendix vi, paragraphs 8 and 4. 

? Chap. v, appendix. 

* Treatise on Money, vol. ii, p. 220. 
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tion-goods” (p. 847). He does not explain the inconsistency here. But 
because he makes a careful distinction between income-inflation and 
profit-inflation, recognizing the independence, at least over short periods 
of time, of the price-levels of commodities and of securities, he can be 
classified with those whose aim is to stabilize the distribution of the 
social product between groups. 

The fourth aim of central banking policy is the financing of trade 
and industry in such a way that the largest possible product is dis- 
tributed with the smallest possible number of exchanges, that is, the 
elimination of speculation. The Federal Reserve Board, in its annual 
report for the year 1923, stated: 

When production reaches the limits imposed by the available supplies of 

labor, plant capacity and transportation facilities—in fact, whenever the 
productive energies and resources of the country are employed at full 
capacity—output cannot be enlarged by an increased use of credit and by 
further increases in prices. . . . The exclusion of the use of federal re- 
serve credit for speculative and investment purposes thus clearly indicates 
the nature of the tests which are appropriate as guides in the extension of 
federal reserve credit.* 
Testimony of Federal Reserve Board members before the Senate Com- 
mittee on Banking and Currency in 1931 indicates that the Board has 
adopted the wider aim of preventing speculation altogether, on the 
theory that such activity raises rates of interest to legitimate business. 
Therefore, one expressed aim of the federal reserve system is the elimi- 
nation of speculation. 

To accomplish these aims many economists suggest that the central 
banks regulate their operations with a view to stabilizing an average of 
wholesale prices (Fisher, Cassel, Commons, Keynes) or an average of all 
kinds of prices (Snyder). This would mean the elimination of the pro- 
tection of the gold reserve as an aim of central banking policy. Profes- 
sor Fisher would be willing to eliminate gold entirely by varying the 
amount of gold exchangeable into one unit of money in such a way that 
any gold reserve at hand would always suffice. He also feels confident 
that the gold reserve of the United States is so much more than neces- 
sary that nothing at all will need to be done about it for years to come 
and, therefore, that the United States should take the initial step in 
introducing price stabilization. Professor Cassel suggested, as a more 
general remedy, that central banks all over the world coéperate to ex- 
tend devices, such as the gold-exchange standard, for economizing gold. 
By this method all countries might enjoy the benefits of surplus re- 
serves and be able to introduce price stabilization. 

Rendering more stable the relations of debtors and creditors, by mak- 

‘Federal Reserve Board, Tenth Annual Report, 1923, pp. 5 and 33. 
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ing the unit of account of debts always worth the same amount in terms 
of what money will exchange for, assumes that money does exchange 
for some definite combination of goods, services, and securities or of 
goods. This means that money has one exchange-value in all uses, If 
this is true, an increase in the existing purchasing power will decrease 
this exchange-value and creditors collecting the capital value of their 
loans will receive less in terms of this exchange-value. But if an undue 
change in the existing money can alter the price of one class of things 
only, the prevention of such changes will not necessarily render more 
stable the relations of debtors and creditors. Some creditors may wish 
to re-invest their capital in one form and some in another. For example, 
one Wishing to invest in common stocks in 1929 was at a disadvantage 
compared to one wishing to invest in commodities.° 

Professor T. S. Adams® expressed a doubt as to whether such a 
thing as the value of money can be said to exist at all. He said, “It fol- 
lows that money has a purchasing power over commodity c,, another 
over C2, a different purchasing power over cs, and so on” (p. 8); and, 
“If prices vary differently the ‘values’ of money have varied differently 
and strictly speaking that is all that can be said: each price variation 
stands by itself as an independent and complete measure of one change 
in the value of money. Any combination of these percentages is mean- 
ingless, but a fictitious average or type may be secured which will serve 
to facilitate discussion where quantitative accuracy is not demanded, 
by saving words” (p. 24). 

A statistical study of groups of prices during the same period of time 
would indicate whether the values of money have varied differently. 
Professor F. C. Mills has made such a study of the variations of indi- 
vidual wholesale prices between 1892 and 1926." In comparing the nun- 
ber of cycles passed through by each of 209 wholesale prices with the 
10 1/2 cycles made by the index of wholesale prices of the United 
States Bureau of Labor Statistics, he stated, “Many commodities fail 
to conform in all respects to the scheme of movements outlined in Table 
17 (showing the movements of the index). Their prices may reflect some 
of the cycles, but may be quite unaffected by others” (p. 79). And, 
“For a small number of industrial products and for a somewhat larger 
number of agricultural products, important price movements fall be 

®It has been stated by proponents of stabilization that stabilization of the price 
level will not affect the relations of individual prices to one another. See Hearings 
before the House Banking and Currency Committee on H.R. 7895, a bill to stabilize 
the purchasing power of money, 69th Congress, Ist Session, p. 210 (testimony of Wm. 
T. Foster), p. 383 (testimony of Gov. Norris of the Federal Reserve Bank of Phila- 
delphia), p. 67 (testimony of Irving Fisher), p. 186 (testimony of Norman Lombard 
of the Stable Money Association), p. 620 (testimony of Ethelbert Stewart). 


* Index Numbers and the Standard of Value, 1902. 
*The Behaviour of Prices, N.Y., 1927. 
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yond these limits. For 26 agricultural] products and foods the failure 
to conform to the standard schedule was pronounced” (p. 81). This sub- 
stantiates Professor Adams’ contention. It would considerably limit the 
advantages to be gained by price stabilization in rendering fairer the 
relations of debtors and creditors. 

In bringing about a balanced income distribution between producing 
and consuming groups with a view to balancing the production of in- 
struments and the production of consumers’ goods, the stabilization 
of any price level would be of little use. The problem is one of particular 
prices, not of general prices. That particular prices do not move in 
conformity with their average has just been demonstrated. Therefore 
price stabilization is not the correct method for accomplishing this aim. 

To avoid speculation, the stabilization of any price index which does 
not include commodities usually speculated in would be useless. An in- 
dex such as that constructed by Mr. Carl Snyder of the Federal Re- 
serve Bank of New York includes security prices. But it will be shown 
that this index has little meaning as a measure of the value of money. 

It has been demonstrated that no one of the three proposed aims 
of banking policy would be accomplished by a stabilization of the value 
of money, if such a value exists. We shall now pass to a consideration 
of whether there is a value of money. 

If exchange-value is taken to mean the amount of goods which money 
exchanges for, variations in exchange-value result from any changes 
in the ratio of money to goods. These may be due to a change in the 
amount of money, a change in the amount of goods, a change in the 
rapidity of circulation of either, or all of these in combination. A stable 
exchange-value may be achieved only by stabilization of all of these 
factors or by such a balancing of them that rises in one are exactly 
counterbalanced by declines or rises in the others. The relationship be- 
tween these quantities must be expressed in equations in order to be 
measurable. For this we have the equation of exchange. This is an alge- 
braic statement of the quantity theory of money. The clearest state- 
ment of the quantity theory of money in the form in which it generally 
appears today was made by John Stuart Mill in Principles of Political 
Economy, published in 1848. Thirty-six years later Professor Laugh- 
lin edited and rearranged the text of Mill’s Principles and expressed 
his theory of the value of money as an equation: V=1/QR.* 

This equation contains no term for the volume of trade as it is based 
on the assumption, “the quantity of goods on sale and the number of 
times those goods are resold, to be fixed quantities.” Probably the first 
time this equation appeared in print was in an obscure Italian work, 
Elementi di Scienza Economia, by S. Piperno, published in Rome in 


*Mill, Principles of Political Economy, Laughlin ed., N.Y., 1884, p. 298. 
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1878. His equation is substantially in the form used at present, My 
= PT, where M is the volume of money in circulation, V is its velocity 
of circulation, or the number of times a representative unit of it is used 
in the period under consideration, J is the number of transactions jp 
which money is used, expressed in some imaginary unit common to all 
things, and P is the average price of the things making up 7’. 1/P jg 
the exchange-value of money. If the product MV and the total quantity 
T were known, it would be simple to determine P. 

M may be taken to mean the total amount of currency or it may be 
taken to include credit also. At the end of the last century it was as- 
sumed by some writers that the amount of credit was not of direct sig. 
nificance in price determination as the use of credit was considered to 
be a return to barter, the banks and clearing houses acting as inter- 
mediaries who balanced sales and purchases for the entire community, 
The other currently accepted idea of the significance of credit was 
expressed by John Stuart Mill, “In the case of payments by checks, 
the purchases are at any rate made, though not with money in the buy- 
er’s possession, yet with money to which he has a right. . . . All these 
purchases have exactly the same effect on price as if they were made 
with ready money. The amount of purchasing power which a person 
can exercise is composed of all the money in his possession or due to 
him, and of all his credit.” In compliance with this idea, the equation 
of exchange was expressed in the following form by Professor Irving 
Fisher: MV + M’V’=p,Q,+ p.Qot+ . . . +pnQn. This reduces to MV 
+M’V’=PT. In the first equation the subscripts 1, 2, . . ., n, refer to 
the various goods, services, etc., exchanged. Their individual prices and 
quantities are the p’s and Q’s. In the second equation T' is the sum of all 
the Q’s, and P is the average of all the p’s.7° T is difficult to determine 
because there is no one unit of measure for all the Q’s. P is a weighted 
average of all the p’s, weighted according to quantities exchanged. 

4 
That is, p= this is fitted into the 
... Fa 
equation of exchange, the denominator of the expression for P cancels 
with 7’, and we are left with the first of Professor Fisher’s equations. 
This has no term for the value of money, having instead terms for the 
prices of each article exchanged. 

The equation of exchange assumes that the elasticity of demand for 
money is always 1. Using the notation of Cournot in his general law 
of demand, D, the amount demanded (here the amount of money chang- 
ing hands in a given unit of time), and p, the price (here the purchasing 
power of money), the expression of this in mathematical language is: 


* For this view, see Francis A. Walker, Money, N.Y., 1891, pp. 65-69. 
* Fisher, Purchasing Power of Money, N.Y., 1911, p. 196. 
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iD/D=—dp/p. Integrating this, we have: log D=—log p+ Constant. 
This is the same as Dp=Constant, which is the same thing as the equa- 
tion of exchange, MV +M’V’=PT;; for D, the amount of money chang- 
ing hands in a unit of time, is MV+M’V’ and p, its purchasing power, 
is 1/P and the constant is 7', the volume of trade. Thus, the equation of 
exchange does not hold at times when the elasticity of demand for money 
isnot equal to 1. Professor Lehfeldt measured the elasticity of demand 
for various European currencies during the period of maximum post-war 
inflation and discovered that they were less than 1.** This limits the use 
of the equation of exchange in discussion to times when prices are not 
changing rapidly. 

Recognizing that money may have different exchange-values in dif- 
ferent uses, and that the proportion of the total stock of money going 
into each of these uses may be of great significance in determining 
whether or not there is inflation, Keynes restated the equation of ex- 
change in the following manner: 


B (the volume of bank clearings) =Q,R,+Q.R, 
where R,=volume of wages and current production of goods traded, 
R.=volume of bonds, shares, real estate, and other financial ob- 
ligations changing hands, 


each weighted in proportion to its cash-using importance; and Q, and 
Q., the price-level of each of these, weighted on the same system. Keynes 
points out that B is only a reliable index to Q,R, in so far as Q,R, is 
small compared to Q,R,, or varies in the same way.” The fact that 
price-levels and volumes of transactions are each weighted on the same 
system would make this equation of as little practical use in the de- 
termination of price-levels as the Fisher equation. It is equally useful 
as a device to facilitate the explanation of movements by saving words. 
Keynes also splits the left-hand side of his equation into its compo- 
nents as follows: “M,, M., Mz, and M represent income-deposits, busi- 
ness deposits, savings deposits, and total deposits. Their velocities are 
V,, V2, and O and the average weighted velocity of M, and M, is V and 
the average weighted velocity of all, or the efficiency of money is E. 
It is obvious from this that E and V may vary, even though V, and V, 
are constant as a result of variations in the ratios of M,, M2, and M; 
to M” (p. 23). It would seem from this that any new creation of credit 
by a central banking authority might produce any of a large number 
of effects and that inflation might result from a shift of purchasing 
‘Lehfeldt, “Statistics of Extremely Depreciated Currencies,” Economic Journal, 


1922, p. 557. 
°J. M. Keynes, Treatise on Money, N.Y., 1930, vol. ii, p. 83. 
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power from one group to another if the velocities of circulation of 
money in these uses normally differ, even though no new credit is created. 

This equation is useful in indicating the type of control which should 
be exercised by a central banking system in any attempt to control price 
fluctuations. It must have the power to control not only the volume of 
money (4) but also its distribution between different uses (M,, M,, 
M,). Otherwise there is danger that an attempt to stabilize Q, may 
result in an alteration of Q, only. Such was the result of federal reserve 
policy during 1927 and the summer of 1929. 

Attempts to measure the exchange-value of money have been based 
on a composite price index or a representative price index. A composite 
price index is made up of all the components of the thing to be measured, 
They must be weighted if they are not expressed in the same units. A 
representative index is an average of some things which are chosen be 
cause they resemble the whole. 

The first type of measurement has been attempted by making up in- 
dexes which are inclusive, that is, they contain prices, not only of various 
commodities at wholesale but also of various types of things. An ex- 
ample of such an index is the “new index of the general price level” of 
Mr. Carl Snyder of the Federal Reserve Bank of New York. The choice 
of prices and the weighting were decided upon by making such a con- 
bination of the parts that the average would “satisfy” the equation 
of exchange. Mr. Snyder explained this as follows: “In the estimation 
of the general price level, or average of all exchanges of goods, services 
and property, there are two modes of approach. The first is through 
the equation of exchange, or division of the total of payments by a meas- 
ure of trade. The second is an average of the prices themselves, a 
weighted combination of all different types of price series obtainable.”” 

He found such an index of available prices that it satisfied the equa- 
tion of exchange. The equation of exchange can be used for the de- 
termination of the price level only if all the other terms in it are sus- 
ceptible of being determined by independent means. First we shall con- 
sider Mr. Snyder’s determination of T, the volume of trade. Mr. Snyder 
constructed a preliminary general price level index. Dividing bank 
clearings by this index, he found that the quotient corresponded with a 
composite index of 56 series, which he called 7’. This simply means that 
MV/P=T. Thus he has used one equation for the determination of two 
unknowns. The weighting of each of the unknowns was adjusted so that 
their product would equal the left-hand member of the equation. 

Professor Fisher ran into the same difficulty in his attempt to prove, 
by statistical methods, the equation of exchange. He recognized the dif- 


*“The Measure of the General Price Level,” Rev. of Econ. Statistics, Feb., 1928, 
p. 40. 
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fculty in his statement, “prices of goods and quantities of goods will 
be associated with each other, and an index number (P) for one will 
imply an index number (7') for the other.”"* In spite of this he goes on 
to construct index numbers of these two quantities which he considers 
to be independently determined. That they are not independents is ob- 
vious from the fact that the series making up 7' were “averaged with 
weights selected to correspond with the estimates of their respective im- 
portance as judged from the estimates of their national consumption 
value.” The index for P is “an index number in which every article and 
service is weighted according to the value of it exchanged at base prices 
in the year whose level of prices it is desired to find.” Here one index is 
weighted by consumption value and the other by value exchanged. These 
are almost the same thing. The fact that they are not always the same 
may indicate why Professor Fisher’s MV+M’V’ reached a low in 1908 


T 
and again in 1907, while his P reached lows in 1904 and 1908. 

Attempts to solve the problem more accurately by the formulation 
of simultaneous equations, one for each undetermined price and one for 
the value of money were made by Walras. These equations are based 
on marginal utility, which, being a subjective fact, cannot be measured. 
Such equations are useful in discussions of how value arises, but not 
of changes in value. 

It may not be possible to measure a true exchange-value of money, 
if such exists, but it may be possible to approximate it by some repre- 
sentative index. The simplest form of representative index is one ar- 
ticle. Corn was used as representative of the exchange-value of money in 
computing the rents of lands owned by Oxford, Cambridge, and Eton 
in the time of Queen Elizabeth.” A slightly more complicated index in 
some such form as four commodities in common use is the next approxi- 
mation. Recently Professor G. N. Lewis proposed that money should be 
convertible into a given amount of each of the four following commodi- 
ties: wheat, cotton, iron, and silver.*® Professor Willard Fisher found 
that four commodities were used to determine the rate of depreciation 
of money in Massachusetts between 1777 and 1780 in order to pay the 
soldiers with the same amount of exchange-value.** Many schemes rang- 
ing from complicated cost of living data to the use of foreign currencies 
were resorted to in Germany during the worst period of the inflation.” 

“The Purchasing Power of Money, p. 205. 

*Jevons, Money and the Mechanism of Exchange, N.Y., 1875, p. 326. 

*“A Plan for Stabilizing Prices,” Economic Journal, Mar., 1925, pp. 43-46. 

*“The Tabular Standard in Massachusetts History,” Quarterly Journal of Eco- 
nomics, May, 19138, p. 435. 


*These are described in Hjalmar Schacht, The Stabilization of the Mark, Lon- 
don, 1927, pp. 66-67. 
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A still more complicated device for approximating the exchange. 
value of money is the all-commodity index which may have as many as 
404 commodities in it. All such indexes currently published are indexes 
of one class of prices only, wholesale prices. 

Professor Fisher defends the use of this index as a good representa- 
tive index on the ground that wholesale price movements are causes 
of all other price movements. “It is true that when the wholesale level 
changes the retail level lags behind. But the lag depends on the change; 

. If the level of wholesale prices did not change at all, the level of 
retail prices would likewise keep fairly stable; for there can be no lag. 
ging behind when there is no movement behind which to lag.’ Proof 
of this contention is not given. Differences between the fluctuations of 
wholesale prices and those of other groups of prices—security prices, 
retail prices, real estate prices—have been more marked than similarities 
in recent years. Therefore wholesale prices do not appear today to be 
good representatives of prices in general. This should eliminate any 
arguments in favor of the use of this one guide to banking policy in 
place of the many guides followed by the federal reserve banks at 
present. 

Even assuming that the true exchange-value of money exists and is 
measurable, it is doubtful whether stabilization of it alone would ac- 
complish more than the stabilization of the purchasing power of some 
debts. It would not be an effective preventive of speculation, as specu- 
lation results from changes in price relationships. For the same reason, 
it would not “iron out” the business cycle. What is needed is stabilization 
of price relationships. This can only result from a determination of the 
proper proportion of the country’s credit which should go into various 
uses and prevention of too great absorption of credit by any of these. 

WHITNEY 

New York City 


®” Stabilizing the Dollar, N.Y., 1920, p. 150. 
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DISMISSAL LEGISLATION 


Here is a compilation and summary of statutes enacted by industrial nations with 
a view to stabilizing contracts of employment for employees by restricting the em- 
ployers’ right of discharge. It is sought to accomplish this objective by the legal 
requirement that employers give their employees the stipulated advance notice of 
the termination of employment or pay them a specified compensation in case of 
abrupt dismissal. While workers in some European countries have demanded a legal 
right to their employment for nearly three-quarters of a century, this type of social 
legislation is the product almost wholly of the last decade. Laws on the subject are 
now in force in Argentina, Bolivia, Brazil, Chile, China, Ecuador, France, Germany, 
Greece, Guatemala, Italy, Japan, Mexico, Peru, Roumania, Soviet Russia, Uruguay, 
and Yugoslavia. In the United States only a few states and Porto Rico appear to 
have passed this type of law in modified form. Present efforts to deal with the coun- 
try’s unemployment problem have stimulated interest in dismissal compensation legis- 
lation comparable to that of other industrial nations. 


Modern labor legislation includes provisions designed to protect work- 
ers from the hazards of abrupt and arbitrary discharge. Where this 
type of legislation has been enacted, employers are required to give their 
employees advance notice of dismissal or to pay compensation in lieu of 
notice. The length of the notice ranges for different categories of workers 
from 6 days to 2 years, while the indemnity varies in amounts from a 
week’s to 2 years’ earnings plus certain additional compensation. 

The employers’ freedom of discharging their working personnel has 
been restricted by law in most European and Latin-American countries 
and even in China and Japan. The enactment of this new type of labor 
law has taken on the nature of a post-war movement, fully half a hun- 
dred statutes having been passed on the subject since 1919. These laws 
are supported by such legally constituted bodies as works councils, labor 
inspectors, conciliation boards, arbitration tribunals, and special labor 
courts. 

In the United States we find but the merest rudiments of such laws, 
though suggestions for the enactment of modern social legislation deal- 
ing with the problem were first advanced more than 20 years ago and 
are being made today. There is, however, a growing disposition among 
American employers to give their workers advance notice of discharge 
and to pay lay-off allowances, as is evidenced by the numerous dismissal 
wage plans adopted voluntarily during the last 5 years.* Whether or not 
all elements of this foreign labor legislation would be well-advised in our 
country, this compilation may be suggestive as we struggle to solve the 
problem of employment uncertainty and economic insecurity. The 

*See Edward S. Cowdrick, “Dulling the Axe of Dismissal,” Nation’s Business, 
October, 1930; Dismissal Compensation, by Industrial Relations Section of Princeton 
University, 1931; Everett D. Hawkins, “Dismissal Wages: Step to Industrial Secur- 
ity,” Industrial Relations, May, 1931; “The Dismissal Wage,” Service Letter on In- 
dustrial Relations, October 30, 1931; G. T. Schwenning, “Industry’s Responsibility for 
Unemployment,” Social Forces, October, 1931. For a comprehensive bibliography on 


the subject see G. T. Schwenning, “Dismissal‘ Compensation: A List of Sources,” 
Monthly Labor Review, February, 1982. 
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summary of laws set out herein is confined to the employer’s obligation 
to pay his workers an indemnity if he violates the statutes requiri 
advance notice of dismissal, and omits any consideration of the eco. 
nomic consequences and the effectiveness of the laws. 


European Dismissal Notice and Compensation Laws 


Francre.—The present section of the French Labor Code that pro- 
tects workers from arbitrary dismissal was passed July 19, 1928. }; 
provides that contracts of employment for indefinite periods may be ter- 
minated by the employer at any time by giving advance notice, the 
duration of which is not determined by statute but by local and trade 
custom and by collective agreement. The time notice differs for various 
trades, occupations, and professions, usually corresponding to the 
method of wage payment in the particular trade or for the class of em- 
ployee. There are, however, exceptions to the rule. For example, office 
employees are by custom entitled to a month’s advance notice though 
they may be paid weekly or fortnightly, while employees holding more 
responsible positions are entitled to 8 months’ notice though they are 
paid monthly. 

If a worker is discharged without being given the advance notice 
required by custom or collective agreement, he is entitled to an inden- 
nity equal to the pay he would have received during the period of notice 
together with any financial benefits in the form of bonuses or profit- 
sharing due during the same period. He may also claim damages for 
injury sustained by unjust discharge. The right to claim damages pro- 
vided by law may not be surrendered in advance. 

Except in cases of force majeure, the closing down of the enterprise 
does not relieve the employer of the obligation to give advance notice 
of dismissal to his workers. Contracts of employment remain in force 
even in the event of a change of ownership of the establishment. 

Grermany.—The seventy-year struggle of the German workman to 
acquire a legal claim to his job was realized with the passage of the na- 
tional Works Council law of February 4, 1920.* The provisions of this 
law, with its several amendments, apply to all wage earners and salaried 

See Lois, Décrets, Arrétés concernant la Réglementation du Travail, p. 2 
(Librairie Administrative Berger-Levrault, Paris, 1980); Roger Picard, “French 
Legislation on the Dismissal of Workers” in International Labour Review, January, 
1931, pp. 1-24; and Gaston Preau and Pierre Riffard, “Les Délais de Préavis en 


Matiére de Congédiement d’Employés et d’Ouvriers” (La Reoue des Questions Prud- 
hommales, Paris, 1929). 

* The text of the law is given in Boris Stern, “Works Council Movement in Ger- 
many,” pp. 98-111 (Bulletin of the U. S. Bureau of Labor Statistics, no. 888, March, 
1925). For an analysis of this law see Marcel Berthelot, Works Councils in Ger- 
many (International Labour Office, 1924); Annals of the American Academy of 
Political and Social Science, November, 1920, pp. 35-65; and Stern, op. cit. 
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employees of the country whether engaged in industry, commerce, or 
agriculture. 

Under the law, a works council composed of workers’ representa- 
tives must be organized in all establishments employing at least 20 
workers “in order to safeguard the collective economic interests of the 
employees as against those of the employer.” It is one of the numerous 
functions of the works council to enforce labor contracts and to protect 
workers from being unfairly discharged. In order to impose real limita- 
tions on the employer’s freedom of discharge, the works councils are 
supported in their tasks by the national system of labor courts.* 

Employers are required to give workers advance notice of dismissal.* 
They must also give advance notice to the works council of their inten- 
tion to lay off any considerable number of the personnel. A discharged 
worker who feels that he has been discharged without cause lodges his 
complaint with his works council. If the council does not consider that 
the worker’s protest is justified, he has no appeal and the case is closed. 
But if it finds that he has a case, it enters into negotiations with the 
employer. Should the employer refuse to reconsider the dismissal, either 
the discharged worker or the works council may appeal to the labor 
court. If the labor court decides in favor of the discharged worker, the 
employer has the choice of reinstating the worker or of paying him a 
discharge indemnity, the amount being fixed by the labor court when 
deciding the case. As to the amount of the indemnity, Article 87 of the 
law reads: 


The amount of damages depends on the number of years the discharged 
worker had been in the employment of the given establishment. It is to be 
set at one-twelfth of each year’s earnings of the employee, but not for more 
than 6 consecutive years. The economic situation of the employee and the 
capacity of the employer must also be taken into consideration when deter- 
mining the amount of damages. The decision makes for justice between the 
parties concerned. 


Compensation is also allowed at times for the financial loss sustained 
while the case was in court, and this compensation must be paid even 
if the employee is reéngaged. 

For the further protection of salaried employees against loss of posi- 
tion without cause, the German Reich passed an act on July 9, 1926, 
respecting the time limits for giving notice of dismissal to this class of 
employees.° The law requires employers, or legal successors in the case of 
transfer in the ownership of the business, to give the following advance 
notice of the termination of the employment contract: 


*See Horace B. Davis, “The German Labor Courts” in Political Science Quar- 
terly, September, 1929, pp. 897-420. 

*The length of the notice is not stated in the law. 

*See Legislative Series, 1926—Germany 7 (International Labour Office). 
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Years of service Term of notice 


Greece.—The following are the noteworthy Greek laws respecting 
obligatory notice of the termination of labor contracts: Act No. 2112 of 
March 11, 1920; Royal Decree of July 16, 1920; Legislative Decree of 
April 21, 1926; and Law No. 4558 of 1930.’ These laws relate ty 
contracts concluded for an unlimited period and apply to all privat 
wage earners and salaried employees whose engagement has lasted for 
more than 2 months. 

The law of July 16, 1920, requires that wage earners be given advance 
dismissal notice amounting to: 


(a) Not less than 5 days before the dissolution of the contract in the case 
of workers, craftsmen and servants of industrial manufacturing and mining 
undertakings, and undertakings where handicrafts are carried on. The same 
provision shall apply to apprentices who have completed 6 months’ service, 

If the total duration of the contract of work has exceeded 12 months, . 
notice shall be given 8 days before the dissolution of the contract, and if the 
- contract has lasted for more than 2 years . . . notice shall be given 15 days 
before its dissolution. If a contract of work has lasted for more than 5 years, 
notice shall be given not less than 30 days before its dissolution, and if it 
has lasted more than 10 years, not less than 60 days. 

(b) For domestic servants, doorkeepers, valets, chambermaids, cooks, 
gardeners, nurses, sick-nurses, employed in the undertakings or institutions 
and under similar conditions, 8 days before the dissolution of the contract. 

(c) For resident teachers, instructors, and others working under similar 
conditions, 15 days before the dissolution of the contract. 


Under the law of March 11, 1920, with its 1930 modifications, salaried 
employees must be given the following advance notice of dismissal :* 


Period of service Term of notice 


for each year 
not exceeding 24 
months 


*See Legislative Series, 1920—Greece 8-4; 1926—Greece 3 (International Labour 
Office) ; Industrial and Labour Information, December 10, 1928; and Monthly Labor 
Review, April, 1930, pp. 4-5. 

* Abstract based on a summary of the laws by Ralph B. Curren, acting commercial 
attaché at Athens, and on a translation of the laws from the Greek text by Professor 
James Penrose Harland of the University of North Carolina. The summary and the 
Greek text of the laws were made available by the Division of Commercial Laws, 
U. S. Bureau of Foreign and Domestic Commerce. 


L 


[June He 1932] Dismissal Legislation 245 


Both wage earners and salaried employees are entitled to a dismissal 
indemnity, if discharged without being given the legal advance notice, 
amounting to the total earnings they would have received during the 
notice period. These legal provisions remain in force even in the event 


pecting of a change in the ownership of the enterprise. Two-thirds of the com- 
2112 of pensation mentioned above is payable if the dismissal results from the 
cree of suspension of operations caused by force majeure, and one-half if the 
late to frm goes into bankruptcy. Neither advance notice nor compensation is 


due a worker if he is discharged for cause, which is defined by the law as 
an act resulting in a law suit or a misdeed bringing the employee into 
court. However, if the employee is acquitted, he is entitled to the legal 
discharge compensation. 

Individual disputes between workers and their employers over Jabor 
contracts are decided by the justice of the peace in the community. All 
collective disputes are settled by conciliation committees and arbitra- 
tion boards under the law of April 21, 1926. Article 23 of the law pro- 


private 
ted for 


\dvance 


the case 
mining 
he same 


vides that: 

d if the If an employer fails to comply with the award of the Permanent Arbitra- 
15 days tio Board, he shall be deemed to have dismissed the salaried employee 
5 years, covered by the award without due notice and shall be liable to pay his com- 


nd if it pensation as prescribed below in addition to the compensation payable under 


Act No. 2112: 


cooks, (a) to salaried employees who have not completed 2 years’ service, 3 
itutions months’ salary ; 
ract, (b) to salaried employees who have completed 2 but not 5 years’ service, 
similar 5 months’ salary; 

(c) to salaried employees who have completed 5 years’ service, 6 months’ 

, salary, plus one month’s salary for every year’s service in excess of 8 years, 
‘hin but not more than 2 years’ salary in all. 
Iraty.—Italy’s principal legal provisions relating to contracts of 
employment and discharge indemnities are embodied in Royal Decree Law 
No. 1825 of November 13, 1924; Law No. 563 of April 3, 1926; and 
the Charter of Labor of April 21, 1927.° With the exception of govern- 
ment employees, all workers are covered by these industrial laws. 

In Italy contracts of employment are usually concluded collectively 
nonth and for an unlimited period of time, though they may also be entered 
1 into individually and for a specified duration. After the probationary 

period of from 8 to 6 months has been completed, the contract of em- 
‘= ployment for an unspecified term cannot be cancelled, except for cause, 
; Labor without giving due notice and without the payment of a discharge in- 
an demnity. The passing of the undertaking into the hands of another 
‘ofessor *A translated copy of Royal Decree Law No. 1825 was provided by the Division 
om of Commercial Laws, U. S. Bureau of Foreign and Domestic Commerce. Law No. 


563 and the Labor Charter are given in Dr. Alberto Pennachio, The Corporative 
State (Italian Historical Society Publications, vol. 4, New York, 1927). 
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owner does not end the labor contract nor abrogate the rights of the 
working personnel. Likewise, discharge due to cessation of business, 
liquidation, or the reduction of the staff entitles the dismissed workers 
to the legal compensation for the loss of the job. 

The advance notice of the termination of a labor contract required 
by law varies with class of employee and the number of years he 
has served the enterprise. In the case of employees with a service record 
of less than 5 years, 2 months’ advance notice must be given to general 
managers, agents, technical and administrative managers, and other 
employees of equal rank; one month’s notice to commercial travelers, 
managers or chief clerks; and 15 days’ notice to office boys, shop assist- 
ants, and ordinary clerks. In the case of employees with a service record 
of more than 5 years but less than 10 years, the periods of advance 
notice for the above categories are 3 months, 45 days, and 30 days, 
respectively. Employees who have reached 10 years’ service are entitled 
to 4 months’ notice in the case of the first class mentioned above, 2 
months’ notice in the second, and 45 days’ notice in the third. 

Notice of employment termination must be given either on the fifteenth 
or the last day of the month. Failing notice in the terms indicated, a dis- 
missal indemnity equal to the salary or wage corresponding to the 
period of notice must be paid to the discharged employee. In addition, 
the employer must pay in all cases a discharge compensation of not less 
than half a month’s regular earnings for every year that the en- 
ployee has been in his service. 


Even more generous discharge compensation is provided for the 
journalistic profession in Italy.*° The law provides that 6 months’ dis- 
missal salary be paid upon their discharge to journalists, foreign cor- 
respondents, stenographers, reporters, and other workers employed by 
the press. Besides 6 months’ regular earnings they must also be paid 
when discharged an amount equal to one month’s pay for every year 
or part of a year of service with the employer. 

By a recent ruling of the Supreme Court, Italian agents of foreign 
firms are entitled to indemnity if their agency is restricted or withdrawn 
without the legal advance time notice.” Sales agents or representatives, 
even though they work for several firms, own their own offices, and are 
paid on a commission basis, are regarded by Royal Decree Law No. 
1825 as employees and must be given advance notice or compensation if 
their agencies are withdrawn or restricted, provided, of course, that 
the agency contract is for an unspecified term. 


Kincpom oF THE Croats, AND SLovENEs.—On September 25, 
1926, the Kingdom of the Serbs, Croats, and Slovenes passed a Legis 
5 > 


*See Monthly Labor Review, April 4, 1930, p. 4. 
4 See Commerce Reports, September 1, 1930, p. 559. 
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lative Decree respecting the legal relations between journalists and news- 
paper proprietors.’* A large part of the first chapter of the Decree 
deals with contracts of employment, tenure, discharge notice, dismissal 
compensation, ete. 

During the probationary period of from one to 3 months, either party 
may terminate the employment relation without notice. But after one 
month’s service the new employee has a legal right (and obligation, if he 
wishes the benefits of the law) to demand from the proprietor of the 
newspaper a copy of the contract of employment. If the employer re- 
fuses the contract, penalties may be imposed upon him as prescribed 
in the Labor Inspection act of the Kingdom passed in 1921. All con- 
tracts of employment must be reported to the labor inspection authori- 
ties. 

The law requires employers to give 8 months’ advance notice of con- 
tract termination. Where an employer dismisses a journalist who has 
served the establishment for more than 10 years, the discharged em- 
ployee is entitled to compensation for the loss of his position amounting 
toone month’s salary for every year of service over and above 10 years, 
in addition to the required 8 months’ notice. 

Section 6 makes the following peculiar provisions: 

Editorial responsibility shall be the subject of special agreement between 
the proprietor and the journalist. The proprietor shall be liable for all 
material obligations arising out of editorial responsibility. A responsible 
editor shall not be given notice of dismissal while undergoing a penalty; 
he shall be entitled during the period of such penalty to all fixed emoluments, 
irrespective of whether he is still employed in the undertaking or not. If the 
responsible editor should lose his new post on account of any penalty in- 


flicted upon him, his former proprietor shall pay him his salary for the 
duration of the regular period of notice. 


If a newspaper is discontinued, the proprietor must give the journal- 
ists in his employ the prescribed dismissal notice of 8 months. Journal- 
ists retain the same claims upon the estate even when the newsaper is 
discontinued because of bankruptcy or the death of the proprietor. Be- 
havior of a journalist that materially injures the reputation of the 
newspaper is cause for discharge without notice or compensation. 

Roumanta.—The Roumanian act of March 28, 1929, relates to con- 
tracts of employment and contains detailed regulations regarding ad- 
vance notice of dismissal and indemnity for discharge.” 

In the case of laborers, contracts concluded for indefinite periods may 
be terminated by giving workers 14 days’ advance notice, or by paying 


"See Legislative Series, 1926—Kingdom of the Serbs, Croats and Slovenes 1 (In- 
ternational Labour Office). 


“See “Labour Legislation in Roumania” in Industrial and Labour Information, 
September 9, 1929, pp. 335-340 (International Labour Office). 
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A contract of employment concluded for an indefinite period and an 
unexpired contract concluded for a definite term may be terminated 
on the demand of the employer only under the following conditions: 

(1) In case of entire or partial liquidation of the enterprise, and 
likewise in case of short time. The employer must, however, give 2 weeks’ 
advance notice and also pay 2 weeks’ dismissal wages. 

(2) In case of the total closing down of the establishment for a 
period of more than one month for reasons connected with production. 
Under such circumstances the worker is entitled to 2 weeks’ notice and 
to 2 weeks’ discharge allowance. 

(3) In case of the employee’s obvious unfitness for the work assigned 
him. Such a worker too is entitled to 2 weeks’ notice of discharge and to 
the 2 weeks’ dismissal indemnity. But in this case the shop committee 
must give its consent to the discharge. Moreover, a worker who is a 
member of the shop committee may be dismissed only with the consent 
of his union. 

(4) In case of persistent failure of the worker to fulfill the duties 
assigned him, without sufficient reason. The shop committee must agree 
to his discharge, and if he is a member of the shop committee, his union 
must consent to his dismissal. He is due the usual advance notice and 
discharge compensation. 

(5) In case the worker is called for service in the Red Army. The 
employer may void the labor contract by paying the worker dismissal 
compensation amounting to 2 weeks’ average earnings. 

The law prescribes that in case of a temporary cessation of work at 
the enterprise, the employer may transfer the employee to other work 
according to his qualifications. If the worker refuses to take the new 
assignment, the employer has a right to discharge him, but in that case 
he must pay the worker the legal dismissal compensation. The transfer 
of a worker from one industry to another or from one locality to another 
may take place only with his consent. If the worker refuses his consent 
to such transfer, the contract of employment may be voided by either 
party, and the worker is paid a 2 weeks’ leaving grant. Where the 
worker consents to the transfer, special compensation is provided by 
law as follows: 


When transferring a worker from one place to another by order of the 
employer, if such a transfer is connected with a change in residence, the 
worker is to retain his actual earnings. While in transit he is to receive a 
daily allowance amounting to one-thirtieth of his monthly wage and also 
an amount equal to 6 days’ wages, besides his expenses for travel. In addi- 
tion to this he receives a compensation amounting to his monthly wage in the 
place of his former employment and, if members of his family accompany 
him, an additional amount equalling one-fourth of the worker’s compensation 
is granted to each member of his family. 
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property, must pay to the employees in the service of the deceased em- 

lover a discharge wage in accordance with the above graduated scale. 
Furthermore, the law provides that there can be no notification or dis- 
continuance of the contract while the employee is called up for military 
grvice or while he is incapacitated by illness contracted at his work. 

Brazit.—The Commercial Code of Brazil*’ regulates the discharge 
of salaried commercial employees hired for an indefinite term. It requires 
that where the period of service is not specified, the contract of service 
may not be broken without giving a month’s advance notice. If the em- 
ployer fails to give the time notice, he must pay the discharged employee 
a month’s salary. 

Employees and laborers of industrial establishments are protected 
from abrupt discharge by provisions of the Civil Code.’* In the case of 
this class of workers, the employer may terminate a contract of in- 
definite term only by giving the following advance notice: 8 days if the 
salary is paid by the month, 4 days if the salary is paid fortnightly or 
weekly, and one day in all other cases. 

Unusual protection is provided workers from discharge for trade- 
union activities. Decree No. 19770 of March 19, 1931,*° imposes liabili- 
ties upon employers if they discharge workers for this cause. If an 
employee or laborer is discharged for joining the union or for expressing 
ideas unfavorable to the employer, the employer must pay the dis- 
charged worker an indemnity equivalent to 6 months’ salary or wages. 
If a worker is suspended for a period of 30 days or less for the reasons 
mentioned, the employer must pay an indemnity of 2 months’ earnings 
and equal payments for each additional month during which the sus- 
pension from work is in force. The corresponding compensation must 
be paid if the worker’s wage or salary is lowered for participation in 
union activity. Furthermore, if an employer for these reasons dis- 
charges an employee or laborer who was hired for life, he is bound to 
pay an indemnity amounting to 5 years’ earnings. All workers may be 
dismissed abruptly without compensation for cause. 

Cuitxe.—Legal provision for the compulsory payment of dismissal 
wages to salaried employees and to wage earners in the Republic of 
Chile is embodied in a series of acts dating back to 1924.”° By the pres- 
ent law, salaried employees enjoy considerably more protection from 
arbitrary discharge than do wage-earning laborers. 

The main legal provisions relating to compensation due salaried em- 

* A translation of the Commercial Code relating to dismissals was provided by the 
Division of Commercial Laws, U. S. Bureau of Foreign and Domestic Commerce. 

* A translation of discharge provisions of the Civil Code was likewise supplied by 
the Division of Commercial Laws, U. S. Bureau of Foreign and Domestic Commerce. 

*See Commerce Reports, May 18, 1931, p. 430. 

"See Legislative Series, 1924—Chile @; 1925—Chile 1 and $; 1926—Chile $; 


1927—Chile 1 (International Labour Office). The several laws were consolidated by 
Decree with Force-of-Law No. 178 of May 18, 19381. 
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jomestic servants, whether employed by private enterprise, by the state, 
or by municipalities. 

Contracts of work for an unspecified period may not be terminated 
yithout written notice one month in advance. Where an employer dis- 
charges a workman or employee without cause and without the pre- 
«ried notice, he must pay an indemnity corresponding to a month’s 
earnings to workers who have served a year, 2 months’ earnings to 
yorkers who have served more than one year, and one month’s earnings 
‘reach year to workers who have completed more than 2 years’ service. 

The death of the employer does not terminate the labor contract; the 
mployer’s heirs are bound to carry on the contract under conditions 
agreed upon, or, failing to do so, to pay the discharge allowance. If 
the ownership of the enterprise changes, the former owner is not ex- 
unpted from the obligations which the existing labor contracts impose, 
unless it is expressly agreed that all the obligations undertaken by the 
former owner are transferred to the new owner. 

GuaremMaLa.—In the Republic of Guatemala the labor contract is 
governed by the Code of Commerce and by Decree No. 1484 of April 80, 
1926.22 The Code of Commerce pertains to relations between employers 
and salaried employees in commercial establishments. Article 1382 pro- 
vides that if the time of service has not been stipulated in the employ- 
ment contract, the employer may terminate the contract by giving a 
month’s advance notice. He may, however, make the discharge immedi- 
ately effective by paying the corresponding month’s salary. By Article 
133 contracts that have been entered into for a definite term may not be 
rescinded by the employer, except for cause, without paying an in- 
demnity for damages suffered by the worker. 

The Labor act of 1926 extends these provisions to include almost all 
classes of workers in Guatemala. Under the law, contracts of employ- 
ment must be entered into for a fixed period or for a particular under- 
taking. The term of employment for wage earners may not exceed one 
year. The supervisory personnel, paid on a salary basis, may be engaged 
for a longer period. 

Failing a definite time agreement between the contracting parties, the 
duration of employment is regulated by local custom and by the peculiar 
conditions of the industry or business. Contracts of services for an 
unspecified period may be terminated at will by giving 15 days’ notice. 
In this case the injured party may sue and collect damages if fraud or 
ibuse can be proved. 

Where the one-sided breaking of the employment contract affects a 
salaried employee, a minimum of one month’s time notice must be given. 
The employer may, nevertheless, omit such notice by paying the salaried 


~ See Legislative Series, 1926—Guatemala 1 (International Labour Office). 
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employee a dismissal allowance amounting to a month’s regular earnings, 

Mexico.—In the United States of Mexico all workers engaged jp 
agricultural, commercial, financial, industrial, and mining establishmen, 
are legally entitled to a discharge indemnity amounting to 8 month;’ 
earnings if the loss of their jobs is attributable to an unwarranted act of 
the employer. Provisions for such compensation are embodied in the 
General Constitution of 1917 and the various state and national lay; 
enacted during the past decade.** These several labor laws were codified 
in the Federal Labor Code of Mexico, which was promulgated on August 
28, 1931.** 

By law most labor contracts must be in written form. They may le 
concluded for a fixed or for an unlimited period. While the contract of 
employment is in force, the worker may not be discharged except for 
cause as stipulated in detail by the law. An employer may not discharge 
a worker for union affiliation or for having participated in a lawful 
strike, without becoming liable for the payment of 3 months’ dismissal] 
indemnity to in employee. At his option, a worker unjustly dis- 
charged may a: the legal dismissal allowance or demand reinstate- 
ment. The emp! r also becomes liable for the payment of this dis- 
charge compensation if the employee leaves his employment on account 
of the lack of good faith on the part of the employer or because of mis- 
treatment of himself or of a member of his family at the hands of the 
employer or the employer’s representatives. 

By Article 128 of the Federal Labor Code, Mexican workers are pro- 
tected from the hazards of technological unemployment. The article 
reads: 


When due to the installation of new machinery or working processes, the 
employer needs t uce personnel, the labor contract may be terminated 
with the surplus workers, paying them as a compensation the amount stipu- 
lated in the respective contracts, and in the absence of agreement, the amount 
equivalent to 3 months’ salary. 


Perv.”—Law No. 4916 of 1924 as modified by Laws No. 5119 of 
1925 and No. 6671 of 1930, and regulated by the Decree of June 22, 
1928, control the matters of notice and indemnity to discharged en- 


* See The Anna! he American Academy of Political and Social Science, May, 
1917, pp. 94-102; Fra nenbaum, The Mexican Agrarian Revolution; Legislative 
Series, 1921—Mezxico 38—Mewico 1; 1925—Mezxico 1, 2; 1927—Mezico 1 (Inter- 
national Labour Offic 

* A translated co} tions of the Federal Labor Code of Mexico dealing with 
termination of labor contracts was provided by the Division of Commercial Laws, 
U. S. Bureau of Fore and Domestic Commerce. 

* This résumé of the Peruvian legislation on the subject was generously prepared 
by C. J. Junkin, Chief of the Division of Commercial Laws, U. S. Bureau of Foreign 
and Domestic Commerce 
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ployees: When the employment is not for a specified period evidenced 
by a public instrument, it may be terminated by the employer only upon 
his giving 90 days’ notice to the employee. If proper notice is not given 
by the employer, the employee is entitled to an indemnity equivalent 
to his wages during the corresponding period of notice. Such notice or 
indemnity is not required when the employee is discharged because of 
misconduct or certain other justifiable reasons, nor is the indemnity re- 
ferred to in the following paragraph payable under the latter circum- 
stances. 

Upon termination of the employment either by reason of notice by 
the employer or because of the expiration of the contract of service, 
the employee is entitled to an indemnity of one-half of one month’s 
salary for each year of service or fraction of a year provided that the 
fraction is not less than 8 months. This indemnity is conceived by the 
law to be “a remuneration which the principal gives for the labor of the 
employee, be the engagement for an indeterminate time or for a fixed 
period, and irrespective of the existence of a public instrument.” The 
benefits of the last provision apply after 8 months of consecutive serv- 
ice, such 8 months to be considered a period of trial. 

Urvevay.—Several laws have been enacted in Uruguay relating to 
retirement and pensions which make some provision for the payment of 
a form of dismissal compensation in the case of a few classes of 
workers.** The law of October 6, 1919, which deals primarily with pen- 
sions for public-service employees and laborers, provides for a discharge 
wage under certain conditions for workers employed in the railroad, 
telegraph, street railways, telephone, and water and gas companies of 
the Republic. Employees in restaurants and confectionaries, though 
the enterprises are operated by concessionaires, are included in the 
provisions of this law. 

An employee in these establishments is entitled to full pension upon 
completion of 80 years of service. He also has a right to a proportional 
pension when he has completed 10 years of service, whether continuous 
or not, under certain conditions, one condition being that of discharge. 
The national pension fund is thus drawn upon to compensate discharged 
workers in these services. 

The law of May 14, 1925, created a retirement and pension fund for 
employees of banking institutions and the stock exchange, which again 
makes some provision for the payment of dismissal wages. This class of 
employees is entitled to a pension, for various reasons, including the 
loss of their employment, where discharge is not due to the misconduct 


*See Labor Legislation of Uruguay (Bulletin of the U. S. Bureau of Labor 
Statistics, No. 494, July, 1929). 
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of the employ [owever, a minimum of 10 years’ service is necessary 
under this law to obtain such a pension. When an employee is dismissed, 
half the pension, which may be called a dismissal wage, is provided by 
the pension fund, the other half being borne by the employer who dis- 
missed the employee without sufficient cause. 

On June 14, 1927, this law was modified to the further advantage of 
the discharged employee. Under the modified law, banks and sfock ex. 
changes that discharge employees unjustly are required to pay into the 
pension fund an : int equivalent to the last month’s salary multiplied 
the dismissed worker was in the employ of the 
institution. Th thus created is paid to the discharged employee 
in equal installn . the amount to be not less than the monthly salary 
he received hefo » dismissed from employment in cases where he 
has less than 10 rs’ service to his credit. When the discharged em- 
ployee takes anot position, the dismissal wage payment is discon- 
tinued. When the discharged employee has more than 10 years’ serv- 


by the number 


ice to his credit, t] 1m paid by the employer in the form of a dis- 
missal wage is held by the pension fund and the discharged worker is im- 
mediately grant nsion, the total amount not to exceed 15 months’ 
salary. 

In case of dispute, the council of the pension fund, a national body 
sitting in the cap letermines whether there was sufficient cause for 
the dismissal or not. If dissatisfied with the council’s award, either party 
may appeal to the court of appeals whose disposition of the case is final. 
Until the dispute is settled by the court of appeals, the employee losing 
his position receives half the salary, this sum being paid monthly into 
the pension fund stitution discharging the employee. The bank 
or exchange is oblis | to pay the entire salary if the council decides 
that there was ins t cause for discharge. 

This class of e1 is further protected from loss of position in 
cases where attempts are made by employers to force a worker out of 
his job by cutting | salary more than 10 per cent. If the council of 
the pension fund fir t the real purpose of the salary reduction was 
that of compelling employee to leave his position, the discharged 
worker is protected b iis law. 

The pension fund tects employees from loss of position even in 
cases where a bank o1 ranch bank is closed, or where affiliated offices 
or agencies of foreign institutions are withdrawn. In such cases the 
pension fund may d nd the contributions and indemnities that cor- 
respond to the perso! hich is retired, the benefits going to the dis- 
missed employees. ‘I’ ind remains a privileged creditor even in the 
event of suspension of payment or bankruptcy. 
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Legal Discharge Notice and Allowance in the Orient 


Cuina.—Sections 27, 29, 30, and 31 of China’s Factory law of De- 
cember 30, 1929, contain the following provisions regarding discharge 
notice and compensation in lieu of notice :** 


27. Employers desiring to cancel a contract for which no stipulation of 
time is made can only do so by serving to the workers a notice in advance. 
Unless longer period is provided in the contract the period of notice shall 
be as follows: 

(1) To workers who have worked in the factory continuously for more 
than 8 months but less than one year, the period of notice shall be 10 days. 

(2) To workers who have worked in the factory continuously for more 
than one year but less than 3 years, the period of notice shall be 20 days. 

(3) To workers who have worked in the factory continuously for more 
than 8 years the period of notice shall be 30 days. 

29. If the employers desire to terminate the contract in accordance with 
Section 27, they shall give the workers, besides their regular wages, an extra 
sum amounting to one-half of the regular wages for the notice period. If 
the employers desire to terminate the contract immediately regardless of 
the provisions of Section 27, they shall give the workers an extra sum 
amounting to the regular wages for the notice provided in the said section. 

30. The employers may terminate the employment of their workers before 
the expiration of the contract under any one of the following conditions. But 
notice shall be given in accordance with the provision of Section 27. 

(1) When a factory, totally or in part, suspends operations. 

(2) When a factory, owing to force majeure, is obliged to suspend opera- 
tion for a period of more than one month. 

(3) When a worker is incapable of doing properly the work he has under- 
taken. 

31. The employers may terminate the employment of their workers before 
the expiration of the contract without notice under any one of the following 
conditions. 

(1) When a worker repeatedly violates the factory regulations. 

(2) When the worker fails to report for work without just cause for more 
than 3 consecutive days or when a worker absents himself more than 6 days 
within one month, 


Jaran.—The main regulations dealing with the employment, dis- 
charge, and compensation of industrial workers of Japan are contained 
in the Factory acts of 1911 and 1923.*° The law applies to all industrial 
establishments in which 10 or more workers are regularly employed. 
Every workshop or factory is required to keep an accurate roster of 
its workers and to record certain information regarding the working 
personnel as specified by the Home Minister of the Empire. 

* Three of the Recent Labour Laws Promulgated by the National Government of 
China, pp. 12-13 (Ministry of Industry, Commerce and Labor, Nanking). 


* See Legislative Series, 1926—Japan 1 (International Labour Office). An English 
translation of the Japanese Factory act was provided by the Division of Commercial 
Laws, U, S. Bureau of Foreign and Domestic Commerce. See also “Dismissal Wages 
for Temporary Workers in Japan” in Monthly Labor Review, August, 1930, p. 182. 
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Under both the Factory acts and the Civil Code, owners or heads of 
industrial enterprises are required to give 14 days’ previous dismissq| 
notice or pay a discharge allowance equivalent to 14 days’ wages if they 
wish to discharge regular or temporary workers. In addition, they must 
pay the necessary trav e expenses to discharged workers in return. 
ing to their homes if their homes are outside the city in which the factory 
is located. No notice or compensation is due the worker if he is djs. 
charged becaus« atural calamity makes it impossible to continue 
business or for reasons for which he was responsible. 


United States Dismissal Wage Laws 


Proposals fo: enactment of effective dismissal wage laws in the 
United States have been advanced for some time and are being suggested 
today.** However, discharge allowances are paid voluntarily by employ- 
ers in this country, only 7 states and Porto Rico having passed a modi- 
fied form of dismissal wage law.*° 

Marine.— The Maine law makes the following provisions regarding the 
notice of termination of employment and discharge compensation: 


Any person, firm or corporation engaged in any manufacturing or mechani- 
cal business, may contract with adult or minor employees to give one week's 
notice of intention on such employee’s part to quit such employment under a 
penalty of forfeiture of one week’s wages. In such cases, the employer shall 
be required to give a like notice of intention to discharge the employee; and 
on failure, shall pay to such employee a sum equal to one week’s wages. No 
such forfeiture shall be enforced when the leaving or discharge of the em- 
ployee is for reasonable cause: Provided, however, that the enforcement of 
the penalty aforesaid, shall not prevent either party from recovering damages 
for a breach of contract of hire. 


MAsSACHUSETTS In the Commonwealth of Massachusetts the follow- 
ing statute has been passed on the subject: 


A person engaged in manufacturing who requires from his employees, 
under penalty or forfeiture of a part of the wages earned by them, a notice 
of intention to leave such employ shall be liable to a like forfeiture, if, with- 
out similar notice, he discharges an employee. 


* See Edward A. R \ Legal Dismissal Wage” in Monthly Labor Review, 
March, 1919, pp. 15-19; I | Meeker, “Industrial Hazards” in Monthly Labor Re- 
view, September, 1919, 1-8; and Ernest G. Draper, “A State Dismissal Wage 
Act” in The Survey, J y 15, 1981, pp. 426-427. 

* See Maine—Rer l Statute 1916, Chap. 49, Sec. 35; Labor Law Bulletin, no. 
9, p. 830 (Department of Labor and Industries, the Commonwealth of Massachusetts, 
Boston); Labor Laws Adm red by the State of New Jersey, pp. 26-27 el 
ment of Labor, Trento: Labor Laws of the United States, pp. 483, 523, 702, 
937, 956, 978, 994, 1137 (Bull. of the U. S. Bureau of Labor a oe no. 870, Mey, 
1925); and Labor Leg of 1928, pp. 22-3 (Bull, of the U. S. Bureau of Labor 
Statistics, no. 486, M 
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New Jersey.—New Jersey’s law on the subject reads in part as 
follows : 


That whenever any operative in any mill, factory or other manufacturing 
establishment shall contract or agree with his or her employer, or the agent 
of such employer, to forfeit any part of his or her wages or pay in case he or 
she shall quit work or service in such mill, factory or manufacturing estab- 
lishment without giving a certain specified notice of intention to do so, such 
operative shall, before being discharged from such work or service, be given 
notice thereof for the same length of time as that of the notice required of 
him or her as aforesaid, and in default of such notice, shall receive wages or 
pay for the same length of time for which his or her wages or pay would have 
heen forfeited in case he or she had quit such service or work without notice 
as aforesaid; and whenever, in such a case, the wages or pay of such opera- 
tive shall not be a fixed sum, as for instance, so much per day or week, then 
the wages or pay to be so received by such operative shall be the amount he 
or she might ordinarily have earned in the time for which such notice should 
have been given; and such operative, upon making demand for such wages or 
pay, and a refusal to pay the same, shall be entitled to sue for and recover 
ihe same, the same as if it was due under an express contract... . 


PeNNsYLVANIA.—In 1930 Pennsylvania passed the following law re- 
garding discharge notice: 


Any individual, partnership, or corporation who or which requires from 
persons in his or its employ, under penalty of forfeiture of part of the 
wages earned by them, a notice of intention to leave such employ shall be 
liable to pay to the party injured a sum equal to the amount of said 
forfeiture, if he or it discharges, without similar notice, a person in such 
employ, except for incapacity or misconduct, unless in case of a general 
suspension of labor in his or its mine, shop, or factory, or a suspension 
of work ordered by the employees of such individual, partnership, or cor- 
poration. 


Ruope Istanp.—Rhode Island’s law makes these stipulations: 


Every person who requires from any person in his employ, under penalty 
of a forfeiture of a part of the wages earned by him a notice of intention 
to leave such employ, shall be liable to the payment of a like forfeiture 
if he discharges without similar notice such person in his employ, except 
for incapacity or misconduct, unless in case of a general or partial sus- 
pension of labor in his business. 


Sovran Carotisa.—The labor law of South Carolina requires that 
notice of suspension of work be given as follows: 


All employers of labor in this state requiring notice from any employee 
of the time such employee will quit work shall give notice to their employees 
of their purpose to quit work, or shut down, by posting a printed notice 
stating the date of the beginning of the shutdown or cessation from work, 
and the approximate length of time the continuous shutdown is to continue, 
in each room of their building; not less than 2 weeks or the same time as 
's required of employees before so stopping work, or shutting down, of their 
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COMMUNICATIONS 


Institutional Economics of Professor Commons 


In view of the fact that Professor Commons again has defined the insti- 
tutional approach to economics, has pointed out its validity, and has indi- 
cated its place in economic study,’ the time seems opportune to raise certain 
questions which have come to mind. 

(1) Is the dominant economic situation one of conflict of interests (instead 
of harmony of interests)? Why so? And what line of analysis leads to such 
a conclusion? 

Without arguing debatable psychology or the question as to whether 
economic desires cause the institutional environment or the institutional 
environment causes economic desires, if it is possible to demonstrate that 
all economic transactions fundamentally are conflicts of interests, then numer- 
ous institutions which have been evolved to settle conflicts may be considered 
the basically causal forces in economic actions, “collective action in control, 
liberation, and expansion of individual action.”* If there can be shown to be 
a predominance of conflict of interests rather than harmony of interests, 
then, even though men’s desires (some inborn and some aroused by institu- 
tions, as styles and fads) impel toward economic activity, men’s actions will 
be determined less by what they wish to do and more by that which institu- 
tions, evolved to settle conflicts, permit them to do, force them to do, or 
prohibit them from doing. 

Professor Commons has stated specifically that conflict of interests is the 
dominant thing: 


All of this rests on what may be distinguished as three social relations implicit 
in every transaction, the relations of conflict, dependence and order. The parties are 
involved in a conflict of interests on account of the universal principle of scarcity. 
Yet they depend on each other for reciprocal alienation and acquisition of what 
the other wants but does not own. Then the working rule is not a foreordained har- 


mony of interests, as assumed in the hypotheses of natural rights or mechanical 
equilibrium of the classical and hedonic schools, but it actually creates, out of con- 


flict of interests, a workable mutuality and orderly expectation of property and 
liberty. Thus conflict, dependence and order become the field of institutional eco- 
nomics... 3 


If Professor Commons can demonstrate beyond a reasonable doubt that 
every transaction is founded fundamentally upon conflict of interests instead 
of harmony of interests, then it will be possible to consider his case proved 
and to agree that economic analysis must begin with the study of institu- 
tions, they being basically the causal factors in economic activity because in 
settling conflicts collective action controls, liberates, and expands individual 
actions and desires. If each economic transaction involves much conflict which 
must be settled among the parties by the sanctions of powerful institutions, 
no longer will it be acceptable to consider that economic actions of indi- 
viduals are to be explained as outgrowths of individual desires, but as re- 
sults of those things which men are permitted to do, forced to do, or pro- 
hibited from doing. The correct point of departure would be, then, the study 
of those institutions which permit, force, or prohibit. 

‘American Economic Review, vol. xxi, no. 4 (Dec., 1981), pp. 648-657. 

*Ibid., p. 649. 

"Ibid., p. 656. 
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But it would seem that, in order to be fully convincing, Professor Com- 
mons must go farther with his analysis instead of resting his case merely 


upon the statement that “parties are involved in a conflict of interests on 
account of the universal principle of scarcity.’”* At least since the time of 
John Stuart Mill economists have realized and stated that scarcity plays a 
dominant part in the relationships arising in the processes of the distribution 
of wealth and that man-made institutions have been and are very largely 
responsible for the determination of the distribution of wealth. But how about 
the production processes? It is quite usual to think of production as the 
means of increasing the available supply of goods and services, of over- 
coming scarcity. Although there is scarcity, by coéperation and specialization 
and exchange it is possible to decrease that scarcity and to make available 


for all an increasé¢ d quantity of want satisfaction. For example, it often js 
said that the way for laborers to increase their wages is by way of increas- 


ing their efficiency, ceasing to restrict output, and increasing production. 
As there is more produced, there will be more to divide up. Which is the 
more important and dominant, scarcity or coéperation, that process of over- 
coming scarcity? Are the transactions involved in production predominantly 
relations of conflict or of harmony? 

Beside his principle of scarcity, Professor Commons lists another, ef- 


ficiency.° Now efficiency, involved in the processes of overcoming scarcity, 
may be equally as important and as universal as scarcity. And surely the 
principle of efficiency must be considered as being a matter of harmony of 
interests and coéperation instead of conflict of interests. By virtue of what 
analysis or logic does Professor Commons generalize in such a way as to 
demonstrate conclusively that conflict of interests is universal and pre- 
dominant? 

Again, Professor Commons has classified transactions into three types, 
bargaining transactions, managerial transactions, and rationing transactions.‘ 


While it may be granted that in bargaining transactions and the processes of 
distribution of wealth, conflict of interests is dominant, still it is not made 
clear beyond a reasonable doubt that managerial and rationing transactions 
(those involved in the internal operation of going concerns) partake any 
more completely of conflict of interests than they do of harmony of inter- 
ests. As recognized by Professor Commons in his sentence, “Then the work- 
ing rule is not a foreordained harmony of interests, as assumed in the 
hypotheses of natural rights or mechanical equilibrium of the classical and 
hedonic schools . . .”"’ It is clear that traditionally economists have thought 


of these things as being permeated with harmony of interests. 
It is desired that Professor Commons attempt to straighten this matter 


out and to show in a convincing fashion that conflict of interests is the con- 
trolling principle. If this is done thoroughly, the institutional approach may 
become far more universally acceptable as the valid method of analysis for 


economic study. 
(2) Is the institutional approach to economics thoroughly applicable to 


all economic systems for all times and places, or is it a particular approach 
which happens to be valid as the correct method of analysis for present-day 
capitalism because of particular peculiarities of this latter system? 

* See the quotation next above 

5 Am. Econ, Review, op. cit., pp. 655 and 656 especially. 


* [bid., p. 652 ff. 
7 [bid., p. 656. 
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It would seem that Professor Commons has thought of institutionalism as 
an universal approach to economic systems in all times and places. “. . . It 
should include, however, in addition [to the discoveries of the classical and 
psychological economists], the equally important insight of the communistic, 
anarchistic, syndicalistic, fascistic, cojperative and unionistic economists. . . .”* 
Again, “finally the rationing transactions differ from managerial transactions 
in that the superior is a collective superior while the inferiors are individuals. 
Familiar instances are the log-rolling activities of legislatures in matters of 
taxation and tariff; the decrees of communist or fascist dictatorships; the 
budget making of a corporate board of directors; even the decisions of a 
court or arbitrator; all of which consist in rationing either wealth or pur- 
chasing power to subordinates without bargaining, and without managing, 
which is left to executives... 

But if institutionalism depends for its validity of application upon a 
predominance of conflict of interests, then to apply institutionalism uni- 
versally is to imply that conflict of interests has been, is now, and always 
must be dominant in economic relationships and transactions. In spite of 
scarcity, it seems to be conceivable that an economic system might possibly 
be established in which the important relationship among men may be that 
of codperation in order to overcome scarcity to the greatest extent possible, 
in order to enable all to gain increased want-satisfaction as a result of their 
transactions. It seems to be possible, theoretically at least, that the conflict 
of interests might be submerged beneath the more important consideration of 
the harmony of interests involved in overcoming the natural scarcity. 

(3) The third question: Can the institutional approach to economics 
really be reconciled with the classical, hedonistic, and neo-classical ap- 
proaches ? 

It appears in at least three places in his article that Professor Commons 
has implied such reconciliation. “. . . And institutional economics, further- 
more, cannot separate itself from the marvelous discoveries and insight of 
the classical and psychological economists. . . .”*° Again, “what then be- 
comes of ‘exchange’ of physical commodities and the production of wealth, 
as well as the consumption of wealth and the satisfaction of wants by con- 
sumers, which furnished the starting points of the classical, hedonic, com- 
munist, and other schools of economists? They are merely transferred to the 
future. . . .”** And, finally, “institutional economics is not divorced from 
the classical and psychological schools of economists—it transfers their 
theories to the future when goods will be produced or consumed or exchanged 
as an outcome of present transactions. That future may be the engineering 
economies of production of the classical economists or the home economics 
of consumption of the hedonic economists, which depend upon physical con- 
trol. But institutional economics is legal control of commodities and labor, 
where the classical and hedonic theories dealt only with physical control. 
Legal control is future physical control. Future physical control is the field 
of engineering and home economics.””™* 

While Professor Commons has attempted to say that old-line economics 
has its purposes and its place and fits into the scheme of the institutional 

*Ibid., p. 648, 
*Ibid., pp. 658-654. 
Ibid., p. 648, 
Ibid., p. 656. 
Ibid., p. 657. 
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approach, it is possible to raise the question as to whether or not it is the 
same economics if and when it is transferred to the future and relegated to , 
place of engineerir r home application only. It seems to be a valid inter. 
pretation of the hed ts that they have been trying to maintain that the 
desire for satisfaction of human wants is the primary cause of economic ac. 
tivity; also, perhaps, that institutions may be looked upon as tools which 
men have invented in order to enable them to accomplish the end of maxi- 
mum want satisfaction more fully. Thus institutions may be thought of as 
being results of human desires, in possibly plastic results at that, capable 
of being changed and changing as desires change. These same things seem 
to be implied in il ex momics, too. If this is the setting supplied 
by classical and hedonistic economics, do the principles and implications 
remain the Same I t ti same economics, if and when it is transferred to 
the future and in of — secondary importance? Or are merely 
some of the prin leveloped by old-line economics capable of scattered 
application in rat! nited ways? Can it ever be the same economics if jt 
does not stand in th sition of causation? And if institutional economists 
attempt to place nomic and legal institutions in that position of cansa- 
tion in its stead, can the various approaches be reconciled, or are they of 


necessity mutually 


Joserpnu E. SuHarer 
University of 7 


Comment by Professor Commons 


Professor Shafer has sent to me a copy of his criticism of my article on 
“Institutional Economics” in the December, 1931, number of the American 
Economic Review. I have also read the article by Professor Homan and the 
discussions in the March number of the Review and of the Proceedings. 

My point of view indeed personal, as was said by Professor Homan of 
all institutional econ [t is simply my own experience in collective 
action from which ] w a theory of the part played by collective action on 
individual action. It 1 or may not fit other people’s ideas of institutional- 
ism. It started, indeed, with my trade-union membership and my later par- 
ticipation in labor arbitration; then turned to drafting a public utility law 
designed to ascertain and maintain reasonable values and reasonable prac- 
tices; then to draftir nd participating in administration of an industrial 
commission law with milar purpose of reasonable practices applied to 
employers and employ) hen to representing the western states before the 
Federal Trade Comm n on the Pittsburgh Plus case of discrimination; 
then to aiding the H e Committee on Congressman Strong’s bill for 
stabilization of pric nwhile administering and developing a plan for 
unemployment insurance finally enacted into law. 

I do not see how a ne going through these 45 years of participation 
could fail to arrive t nferences, conflict of interest and collective ac- 
tion. Even the state it turned out to be merely collective action of those 
in possession of sover it 

Meanwhile I was: 1] tudying hundreds of decisions, mainly of the 
United States Supreme Court, endeavoring to discover on what principles 
they decided disputes o nflicting interests under the clauses of the Con- 
stitution relating to du cess, to taking property and liberty, and to equal 


treatment. I found that none of the economists had taken this point of view, 
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and none of them except Professor Ely, had made any contributions that 
yould make it possible to fit legal institutions into economics or into this 
constitutional scheme of American judicial sovereignty. 

The biggest thing I noticed, while working on a public utility law in 1907, 
and one that not even Professor Ely had noticed, was the change in meaning 
of property, by the Supreme Court in the year 1890, from its original mean- 
ing of corporeal property in the Munn Case of 1876 to the meaning of 
“intangible property” in 1890. This change in meaning was rounded out by 
several decisions in 1897 to 1904, Intangible property, according to these 
decisions, is the right to fix prices by withholding from others what they 
need but do not own. All decisions since 1890 on reasonable value may be 
found to have turned on this definition of intangible property and the corre- 
sponding conflict of interests coming before the courts. 

To his great credit, during the same period following 1890, Veblen was 
introducing the same idea of intangible property into economics, and it was 
mainly on that ground that he became known as an “‘institutional’’ economist. 
But the difference was that Veblen obtained his case material from the testi- 
mony of financial magnates before the Industrial Commission of 1900, so 
that his notion of intangible value ended in extortion and exploitation. But 
my sources were decisions of the Supreme Court during the same period, so 
that my notion of intangible value ends in the common-law notion of reason- 
able value. 

On analyzing this notion, not only in Supreme Court cases but also in 
labor arbitration and commercial arbitration, I discovered that, of course, 
they began with conflict of interests; then took into account the evident idea 
of dependence of conflicting interests on each other; then reached a decision 
by the highest authority, the Supreme Court or the labor and commercial 
arbitration courts, endeavoring to bring—not harmony of interests—but 
order out of the conflict of interests, known by the Court as “due process of 
law.” 

Meanwhile I was trying to find what could be the unit of investigation 
which would include these three constituents of conflict, dependence and 
order, and ultimately reached the conclusion that they were found com- 
bined together only in the concept of a transaction, as against the older 
concepts of commodities, labor, desires, and individuals. 

So I made the transaction the unit of investigation, and found that such 
a unit enabled me to classify all the economic decisions of the courts and 
arbitration tribunals under the variable factors involved in transactions as 
they are actually made, and thereby to distinguish historically how it was 
that the courts, as well as arbitration tribunals, ruled out what they deemed 
to be coercive and unreasonable values arrived at in transactions, and to 
approve and sustain what the tribunals deemed to be persuasive transac- 
tions and reasonable values. 

Going back over the economists from John Locke to the orthodox school 
of thé present day, I found they always had a conflicting meaning of 
wealth, namely a material thing and the ownership of that thing. But owner- 
ship, at least in its modern meaning of intangible property, means power to 
restrict production on account of abundance while the material things arise 
from power to increase the abundance of things by production, even over- 
production. Hence ownership becomes the foundation of institutional eco- 
nomics but material things are the foundations of the classical and hedonic 
economists, taking ownership as equivalent to the things owned. 
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Not until it became evident to the heterodox economists, like Marx anj 
Proudhon, that ownership and materials were not the same thing, were th 
beginnings laid for institutional economics. But they had the old idea of 
“corporeal” property, still retained by most economists, which identife; 
ownership with the materials owned. Hence it was not until the new idea of 
“intangible property’’ arose out of the customs and actual terminology oj 
great business mageaet s in the last quarter of the nineteenth century that jt 
was possible for Veblen and the Supreme Court to make the new distinc. 
tions which clearly separated the ownership of materials from the ownership 
of expected opportunities to make a profit. The latter is intangible pagers 


So that institutional economics consists partly in going back through court 
decisions for several hundred years, whereby collective action, not so much by 
legislation as by common law dec isions, ending finally with the common- law 
method of our Supreme Court, takes over by these decisions the customs of 
business, and enforces or ré avalos individual action, wherever it seems favor- 


able or unfavorable to the public interest; and also going back through the 
writings of economists from John Locke to the twentieth century to discover 


wherein they have or have not introduced collective action. Collective action, as 
well as individual action, has always been there, but from Smith to the twen- 
tieth century it has been ignored, except as postscripts on ethics or public 
policy. The problem now is how to give collective action, in all its varieties 
which I have mentioned, its due place in economic theory—not to create a dif- 
ferent kind of economics divorced from preceding schools. 

In my judgment this collective control of individual transactions is the 
contribution of institutional economics to the whole of a rounded out theory 
of political economy, which shall include and give due place to alf the eco- 
nomic theories since John Locke who first laid the theoretical foundations 


that eventually ended in modern collective capitalism. 

The first of these economists to make conflict of interests universal in 
economics was David Hume in his theory of scarcity, instead of Locke and 
Smith in their theory of divine abundance, But Hume also made scarcity 
the basis of codperation, fellow-feeling, justice and property. If there were 


unlimited abundance of everything there would be no self-interest, no in- 
justice, no property rights, no ethics. This applies also to Shafer’s reference 
to wants and desires of individuals as the orthodox causal factors in eco- 
nomic theory. It is, of course, only scarce things, actual or expected, that 


are wanted and desired; and, since they are scarce, the acquisition of them 
is regulated by the collective action which creates the rights and duties of 


property and liberty, else there would be a fight. Since this scarcity is a 
recognized fact by all economists, they have already presupposed the insti- 


tution of property in their very concepts of wants and desires. Institutional 
economics openly avows it and gives to collective action its proper place of 


deciding conflicts and maintaining order in a world of scarcity, private 
property and the resulting conflicts. 

I do, indeed, make conflict of interests “predominant” in transactions, But 
I conclude that this cannot be allowed to be the only principle because there 
are also mutual dependence and the maintenance of order by collective 
action. I start with scarcity, like all economists, as universal for all economic 
theory, and then I proceed, as did Hume, to show that out of scarcity 
proceeds not only conflict, but also the collective action that sets up order 


on account of mutual de pen lence. 
Order, or what I call working rules of collective action, a special case of 
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which is due process of law, is itself quite changeable in the history of insti- 
tutions, and I find this concretely in the various rationing transactions, which 
would be needless in a world of abundance. 

It is for this reason that I make efficiency also a universal principle be- 
cause it overcomes scarcity by codéperation. But codperation does not arise 
from a presupposed harmony of interests, of the nineteenth century econo- 
mists, as Shafer seems to hold—it arises from the necessity of creating har- 
mony of interests, or, at least order, out of the conflict of interests among 
the hoped-for codperators. It is the negotiational psychology of persuasion 
or coercion. The greatest piece of actual coédperation is the American hold- 
ing companies which suppress conflicts, if persuasion is inadequate. Mr. 
Shafer’s “conceivable” economic system that would overcome scarcity by a 
yniversal codperation that submerges conflict “beneath the more important 
consideration of harmony of interests,” carries this principle of rationing 
to the extreme, for it is exactly what is proposed by communism or fascism 
which apparently has found a way to submerge conflicts of interest. Hence 
harmony is not a presupposition of economics—it is a consequence of collec- 
iive action designed to maintain rules that shall govern the conflict. 

My point here is not an argument ad hominem, to convict Shafer of lead- 
ing to communism or fascism, because institutional economics has all the | 
factors needed to set up communism, fascism or capitalism. All it needs to 
do to set up communism or fascism is to abolish bargaining transactions and 
to substitute the managerial and rationing transaction of a planned economy. 

This is why I relegate the classical and communistic engineering economics 
and the Austrian home economics to the future, and develop a negotiational 
psychology as the present transfer of legal control to take effect in the 
future production, consumption, and labor process. Production and consump- 
tion cannot be carried on without first obtaining legal control. Possibly this 
does change the idea of causation. It places causation definitely in the future 
instead of the past, where it was placed by the labor theories of the classical 
economists, or in the present sensations of pain and pleasure of production 
or consumption of the hedonic economists since the time of Bentham. It be- 
comes a volitional theory of future consequences of present negotiations and 
transfers of legal control, as to whether production shall go on or slow down 
or stop, or the extent to which future consumption will be expanded or con- 
tracted or pauperized, 

Perhaps the question turns on the kind of psychology implied in the terms 
wants and desires. If I look at or participate with people actually engaged 
in transactions, as do the courts when they analyze or impute motives to 
disputants, I find futurity always there, not in production or consumption, 
but in the persuasions or coercions of bargaining transactions, the commands 
and obedience of managerial transactions and the arguments and pleadings 
of rationing transactions which will ultimately determine production and 
consumption. In these negotiations and decisions which are of the essence of 
institutional economics, it is always future production and future consump- 
tion that are at stake, because the negotiations determine the legal control 
which must precede future physical control, as was explained in my Decem- 
ber article. 

If this negotiational psychology changes the whole problem of causation 

in economics and the whole of all the definitions of wants and desires, as 

Shafer maintains, I can only say that it is what actually is there and should 
be incorporated as one of the multiple causations to be watched by econ- 
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omists. I think this is being done, but when the older schools and their moder 
strict conformists worked out their theories they tried to select a single 
principle of causation like labor or desire, whereas modern theories ay 
certainly theories of multiple causation. Hence I do not think that “instity. 
tional causation’ excludes other causations, yet they are the instrument,| 
causes through which institutional or volitional economics operates in ql] 
kinds of transactions which always look forward to future consequences, 
And institutional economics takes its place as the proprietary economics of 
rights, duties and liberties, which give to collective action its due place in 
all economic theori: 
Joun R. Commons 


University of Wise 


An Appraisal of Institutional Economics: Comment 


Professor Homan, in his recent paper on institutional economics,’ is to be 
commended for his attempt to appraise a subject as elusive as is that of 
institutional economics. The very elusiveness of the subject causes Professor 
Homan to seek to give it bounds and a degree of tangibleness which will 
make it amenable to analysis. This he does, as he well recognizes and frankly 
admits, through the selection of certain criteria which, for want of better, 
are to act as the test of institutional economics. On the basis of these criteria 
he makes the assumption that “‘the institutional economics under discussion 
is a body of organized data, analytical method, thought, and generalized 
knowledge which would not exist but for” an evolutionary orientation, “and 
which has some necessary organic relationship to that orientation.’” After 
a brief survey of the type of economics which has been heralded as institv- 
tional economics, Professor Homan finds that, on the basis of his definition, 
institutional economics “is largely an intellectual fiction.’”* 

The “‘institutionalist’’ may want to, and undoubtedly will, quarrel with 
this blunt and frank statement of opinion. In this note the writer merely 
desires to point out that Professor Homan has attempted to set up an insti- 
tutional economics differentiated from traditional economics by conceiving 
both as systematic bodies of thought. He has placed “systematic theory 4 la 
neo-classicists” against ‘systematic theory 4 la institutionalists,” and as is to 
be expected, he finds that there is no such thing as a distinguishing systematic 
economic theory in the heterogeneous writings and expressions of “‘institu- 
tional” economists 

It is just here, in this approach to a differentiation, that the “appraisal” 
displays its weakness. The “institutional economists” have not attempted to 
set up any body of systematic economic theory; in fact, their quarrel is with 
this type of thing; as Professor Homan himself notes, theirs is “‘a negation 
of systematic theory.’’* They have launched themselves against orthodox or 
traditional economic theory and are offering in its place a type of economic 
theory, or call it what you will, which is certainly not systematic. To ap- 


praise institutional economics on grounds which it makes no pretense of 


? Paul T. Homan, “An Appraisal of Institutional Economics,” American Economic 
Review, March, 1932, pp. 10-17 

Jbid., p. 11. 

* Ibid., p. 15. 

* Ibid., p. 12. 
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occupying and then to label it “largely an intellectual fiction” for failing 
to do what it does not attempt to do is a somewhat questionable procedure. 

The pertinent question still remains, even if it is granted that institutional 
economics is not an organically related and generalized body of knowledge, 
as to whether there is not an institutional economics as distinguished from 
the classical or neo-classical economics, be it a supplement to or substitute 
for the latter. May it not be that the differentiation which Professor Homan 
secks is in the very fact that institutional economics is not, nor does it pre- 
tend to be, a “systematic body of economic thought”? 

Natuan L, Sitverste1n 


University of Wisconsin 


Mathematics of Small Loans: A Correction 


Mr. Burr Blackburn, of the Household Finance Corporation of Chicago, 
and Mr. M. R. Neifeld, of the Beneficial Management Corporation of New 
York City, have called my attention to the fact that interest cannot be com- 
pounded under the Uniform Small Loan law which permits the charge of 
314 per cent per month on unpaid balances. This makes the last two sentences 
of my note, “The Mathematics of Small Loans,” which appeared in the 
American Economic Review, vol. XXI, December, 1931, pages 693-5, mis- 
leading; and I am glad to correct any false impression which may have 
been given. 

A rather unusual financial situation is thus created. The borrower is sup- 
posed to pay interest monthly; and the finance company, of course, has cer- 
tain legal means to enforce such payment. But if the borrower wishes to, and 
is able to, avoid such monthly payment he can do so without increasing his 
indebtedness. Under such circrmstances the usual explanation of effective 
rate of interest from the standpoint of the borrower, as given in the next to 
last paragraph of my former note, is no longer satisfactory, since it assumes 
compounding of interest. 

There is, however, an easy interpretation of the 51 per cent yearly rate 
which applies to the ordinary borrower who pays his interest monthly. I 
should like to point out again that I made no claim that 314 per cent per 
month had to be interpreted as the equivalent of 51 per cent per year. In 
my previous note I said, ‘““No one would object to the statement that the 
interest rate is 42 per cent nominal, payable monthly. But simply saying that 
the interest rate is 42 per cent per year is highly misleading, for a person 
reading or hearing such a statement would rightly infer that 42 per cent 
of the debt is to be paid as interest at the end of a year. And to claim that 
this is the same as paying 314 per cent monthly is to remove the time element 
almost completely from interest calculations.” I can even agree with Mr. 
Blackburn, who writes me, “We object to having our interest rate spoken 
of as 42 per cent or 51 per cent or any other annual rate.” But, perhaps un- 
fortunately, the year is still the common time unit, and it is often desirable 
in financial problems to have a method of translating an interest rate for a 
shorter period of time into a more or less equivalent yearly rate. The question 
then is: Is 814 per cent per month equivalent, as an interest rate, to 42 
per cent per year, or to 51 per cent per year, as an effective interest rate, 
where by an effective rate we mean the amount of interest which a borrower 
pays on $1 of principal kept for a period of a year. 
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I maintain that 42 per cent per year is certainly not the effective equivalent 
of 34% per cent per month; a person who has to pay interest monthly on , 
loan of $100 does not get the use of $100 of borrowed money for a period 
of a year. On the other hand, 51 per cent is the effective equivalent in , 
definite and widely accepted sense which can be applied even in the present 
situation, which is somewhat out of the ordinary. (Obviously, the poor bor- 
rower who is able to avoid monthly interest payments pays only at* the 49 
per cent rate, if he pays at the end of the year.) I hardly feel that I should 
be justified in taking further space in the American Economic Review to go 
into this matter in detail, but I shall be glad to hear from anyone who is 
interested in the matte 

Finally, there was no implication in my former note that the interest 
charged on smal ns is too high. Nor was there the least attempt to 
compare loans made under the Morris Plan with those made under the Uni- 
form Small Loan w. The author realizes that the two schemes differ in 
several essential resp¢ 

RayMoND Garver 

University of California at Los Angeles 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


Henry Charles Carey: A Study in American Economic Thought. By 
A. D. H. Kaptan. (Baltimore: Johns Hopkins Press. 1931. Pp. 96. 
$1.00.) 


Today, fifty years after Carey’s death, this name has fallen into 
relative oblivion; but Professor Kaplan would have us remember that 
Carey’s contemporaries called him “America’s most widely known pri- 
vate citizen” and that he founded a distinctively American school of 
political economy. The gloomy conclusions of the English classical writ- 
ers, whom Carey knew intimately from Smith to McCulloch and Senior, 
seemed to him ill adapted to American economic life with its abundance 
of land, its scarcity of labor, high wages, rapid growth and general 
exuberance. Even in his first publication, Essay on Wages (1835), 
while adhering to the Smithian laissez-faire and the wages-fund doc- 
trine, Carey shows some reluctance toward Ricardo’s rent formula and 
“refuses to be perturbed by the law of diminishing returns and, in par- 
ticular, by its Malthusian implications.” The Harmony of Nature, 
which Carey, mistrusting its comprehensiveness, did not permit to get 
into circulation after its publication (1836), sets forth the anti-classi- 
cal thesis that there exists no opposition of population and subsistence, 
of the interests of landlord and laborer, of capitalist and laborer. This 
harmony is a natural one, and the Principles of Political Economy 
(1837-40) still reveals Carey as the champion of laissez-faire—the ad- 
vocate of “free-banking” in the dispute of the thirties. 

But the panic of 1837, in which Carey suffered personal reverses, 
together with the business revival following the passage of the high 
protective tariff act of 1842 cast him into a dilemma from which he 
emerged in his essay of 1848, The Past, Present and Future, an ardent 
protectionist. This view came to color all his purely theoretical con- 
clusions. The Ricardian rent formula errs: population really proceeds 
from poorer to richer soils; as it occupies the better lands, society be- 
comes more and more closely organized; but free trade hampers this 
natural progress by centralizing manufacture on a single little island. 
The occupation of better soils dispels the “discords taught by Mr. 
Malthus,” “the increase in numbers being thus proved to be essential 
to the increase in the supply of food.” Slavery is a consequence of free 
trade, which gives free rein to the competitive tendency in the South 
toward a single, lucrative, but exploitative crop, and fails to develop 
the market for potential home industries. In his last systematic work, 
the Principles of Social Science (1860), Carey glorifies the “Power of 
Association,” the mutual and complementary interest of all social 
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classes, which is to be furthered by the diversification of employment; 
attending protective tariffs. 

Besides the very satisfying exposition of Carey’s doctrines, Professo; 
Kaplan’s monograph offers a critical appraisal which in general avoids 
the besetting sin of studies of “neglected” economists. One must indeed 


regret that the author does not point out that Carey’s “better” fand js 
really inferior land in the Ricardian sense because of the higher ex. 
penses of cropping, and that instead he is content with a reference to 
the rise of costs when the rich valley lands are “all taken up” (p. 77). 
Furthermore, the possibility of rent without differences in fertility does 
not vindicate Carey’s assimilation of rent to interest, as the author 
apparently believes (p. 74); nor does the capitalization process applied 
to a possible quasi-rent on machinery present any ground for support- 


ing Carey’s idea that land values are merely the result of past capital 
investment. But Prof ssor Kaplan does not attempt to justify “the 


phantasy and exaggeration” of Carey’s system, which “enliven it as 
literature but mar it as science’”—his denial of the ultimate truth of 
the Malthusian principle, his advocacy of “cheap money,” his confv- 
sion of cause and effect in international gold-flows, his esoteric concep- 
tions of value and utility. 
Howarp S. Exus 

University of Michigan 

Economics in the Twentieth Century: The History of Its International 


> 


Development. By Turo Suranyi-Uncer. Translated by Noez D. 
Movtron. (New York: Norton. 1931. Pp. xix, 897. $5.00.) 
Professor Suranyi-Unger has been incredibly industrious. His book 
undoubtedly contains the names of more economists than any other 
book of similar size. Yet it is likely to disappoint both the beginning 


student, who is told on the dustcover that this is the one book he will 
find indispensable, and the more mature economist, who is promised in 
the preface a genetic history of theories “which tries to explain previous 
opinions out of their own development and in their inmost connection” 
(p. vii). The former will be confused by the plethora of names and theo- 
ries presented to him without any assistance in distinguishing the more 
profound and influential theorists from their less important contempora- 
ries, or in appreciating the significance of the disputed points in some of 
the more famous Auseinandersetzungen., 


The mature economist will have even more reason for complaint. In- 
stead of the promised genetic approach he finds an introductory chap- 
ter on the philosophical sources of modern economics, in which he is 
likely to find much at which his own philosophical or economic sense 
will rebel (e.g., the importance attributed to Spencer), and a final chap- 
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ter on probable future developments in economics which will seem to 
him in many respects curiously naive (¢.g., in the reasons for the grow- 
ing interest in the theories of Spann, p. 331; or for the alleged triumph 
in England of the “utilitarian idea of welfare” over the “more or less 
abstractly conceived price theory” as the center of economic theory, 
p. 827). Between these chapters there stretches an arid summary of the 
points of view of most of those who have set pen to paper on economic 
topics during the last thirty years, classified under four main headings: 
(1) the attempts to create systems, (2) value, (3) price and (4) dis- 
tribution. 

Suranyi-Unger’s determination to preserve for posterity the views of 
writers who may today seem unimportant, but who may be the Gossens 
or Cournots of tomorrow, results in a description so concentrated as 
to do less than justice to a great many authors and at times to ap- 
proach the unintelligible. Even if, abandoning the hope of interpretative 
guidance, the mature student approaches Suranyi-Unger’s book as he 
would Social Science Abstracts, in search of the much needed guide to 
and summary of the literature in any special field, he is again foiled: 
the detailed references he seeks are hidden away in the rear of the book 
in amanner that could not well be more inconvenient, while a great many 
of the summaries are quite inadequate. 

The high ambitions of the author explain much of the unsatisfactori- 
ness of this book. A genctic study of the development of economic theo- 
ries in various countries, based upon complete catholicity of judgment 
in selection demands a series of volumes and a degree of erudition and 
philosophical insight greater even than is claimed by his American edi- 
tor for Suranyi-Unger. In his attempt to present such a study in one 
volume, and in Jess than a lifetime, Suranyi-Unger has largely aban- 
doned the impossible task of integrating theories with the contemporary 
social and intellectual environment, and confined himself mainly to an 
enumeration of points of view. Furthermore, faced with the inevitable 
economic problem of exercising choices (between authors and subjects) 
in the face of scarcity (of time and printed space) he has chosen to 
exclude on the basis of subjects rather than of persons. It is unfortu- 
nate that two of the most important exclusions should be the fields of 
money and business cycles, for it is precisely in these fields that some 
of the more important contributions to pure theory, as understood by 
Suranyi-Unger, have been made in recent years. In particular the theory 
of trade cycles as developed in Europe has touched upon important 
problems in the fields of equilibrium theory and of economic dynamics. 
A place is found for Schumpeter’s theory of development mainly, it 
would seem, because it can be fitted in under “Interest” and “Profits” ; 
but it is curious to find no mention of Léwe, and to have Robertson 
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appearing only as the author of the Control of Industry and an article caus 
on economic incentive. This exclusion of business cycles also throw; thre 
seriously out of focus the genetic picture of American economics; for rate 
without some reference to his achievements in the field of business-cyc: equi 
investigation Mitchell’s tremendous influence upon the type of study his 
favored by the younger generation of American economists is scarcely jum 
comprehensible. The Mitchell of Suranyi-Unger’s book would never have the 
influenced anyone. the 
If the opportunity cost of the translation of this book is represented the 
by an English edition of a volume by Weber, Wicksell, Schumpeter, mat 
Mises or Myrdal, it has been an expensive undertaking. bef 
E. M. Burns mel 
Columbia University OF | 
whi 
Economic Essays and Addresses. By A. C. Picov and Drewnts H. Ros- of 
ertTson. (London: P. S. King. 1981. Pp. vii, 215. 10s. 6d.) wo 
In this volume Professor Pigou and his colleague, Mr. Robertson, oe 
have brought together a number of their essays and addresses dealing * 
with various questions of current interest. In their preface they say 
frankly that these papers are addressed to professional economists, r 
except for the first two of Part I by Pigou, and the last of Part II A 
by Robertson, which may also be of interest to the general reader. But “ 
the first two on “The function of economic analysis,” and “Limiting 
factors in wage rates” are certainly not written in a popular style. The . 
reasoning is vigorous and rigorous and would make a great demand 
upon the general reader’s attention and understanding; but to say this ; 
is simply to repeat that they are written by Professor Pigou, who main- 
tains the reputation he established nearly a score of years ago in Wealth ' 
and Welfare. Mr. Robertson does better by the ordinary reader in the 


last paper on “World finance,” which is really a fine piece of popular 
explanation. He has a greater literary gift than Pigou, and can write 
in an entertaining way on a complicated subject as readers of his ex- 
cellent little volume on Money know. 

As Professor Pigou sees the function of economic analysis, its main 
purpose is to fashion tools of inquiry and train the economist to use 
them. Economic theory is for him, as it was for his master, Marshall, 
an indispensable means in the attack upon a practical problem. He ob- 
jects rightly to the phrase “statistical verification of economic theory,” 
as limiting the service which statistical studies can render. They make 
possible quantitative analysis which enables us to say “so much of this 
kind of cause will have so much of that kind of effect.”? Furthermore, 
when different time series are related to one another, either by charts 
or by the device of correlation, they provide valuable suggestions about. 
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causal relations, and thus aid in the formulation of theory. The next 
three papers deal with practical problems: “Limiting factors in wage 
rates,” “Stabilisation in particular industries,” and “Disturbances of 
equilibrium in international trade.” In these papers Pigou demonstrates 
his own conception of economic analysis, and shows how theory can il- 
juminate a practical problem. Probably the ablest paper in the volume is 
the one in which Pigou develops an ingenious and original technique for 
the statistical derivation of demand curves. The paper first appeared in 
the Economic Journal (September, 1930), and it is surprising that two 
mathematical slips have not been corrected. On p. 71 he puts the sign + 
before his fractions. What he really means is that the result might nu- 
merically be plus or minus. Clearly the minus sign could not be used 
or it would negative his results. His notation for d,, d2, c:, cz, is not that 
which he uses in his calculations, where he realizes that the coefficient 
of elasticity is the reciprocal of the slope. He inverts his fraction and 
works out his calculations correctly. The last paper carries mathemati- 
cal analysis into the subject of demand and supply equations. Students 
of economic theory will find Pigou’s papers not only interesting but 
stimulating and suggestive. 

All of Mr. Robertson’s papers deal with monetary problems, par- 
ticularly in those fields where finance throws light upon the present 
depression. In the first essay he discusses three principles which have 
been put forward as the proper basis of a modern banking policy: the 
principles of the gold standard, productive credit, and price stabiliza- 
tion. He concludes that, on the whole, the ideal banking policy might be 
one which was founded on the principle of price stabilization as a norm, 
but which was ready to see prolonged and general increase in produc- 
tivity shared in the form of lower prices, and at other times be willing 
to permit higher prices, if necessary to bring forth those discontinuous 
leaps in industrial technique which make up economic progress. The 
second essay dealing with “The world slump” is the admirable mem- 
orandum which Mr. Robertson prepared for the Macmillan Committee. 
It treats of the “glutability” of wants, the level of real wages, the gold 
standard, and the balance of international payments, pointing out 
(more than a year ago) the difficulties in the English situation. In the 
next paper our author berates in his own way the monetary vagaries 
of Messrs. Foster and Catchings, but approves of their practical pro- 
posals in times of depression, which, however, are not dependent upon 
the validity of their pseudo-scientific analysis. In a compact paper on 
“The transfer problem,” Robertson shows an appreciation of both sides 
of the controversy. The final paper comprises a group of radio talks 
on “World finance,” and in them he deals simply and clearly with the 
domestic and international problems and tasks of finance. Mr. Robert- 
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son’s essays will reward a very careful reading by illuminating general 
monetary principles, and by improving the reader’s understanding of 
the difficult financial problems of Great Britain. 
Hersert F. Fraser 
Swarthmore Colleg: 
NEW BOOKS 

Avserti, M. Apparenze e realta della vita economica. (Milan: Corbaccio, 
1931. Pp. 316. L.20.) 

Becker, H. Systematic sociology on the basis of the Beziehungslehre and 
Gebildelehre of Leopold von Wiese. (New York: Wiley. 19382. Pp. xxi, 772. 
$6.) 

Bonar, J. The tables turned. (New York: Macmillan. 1931. Pp. vii, 135. $3.) 

Dr. Bonar brings to this work the ripened wisdom of many years of study 
of the lives and social theories of the leaders of the English classical school 
of economists. The title signifies that the shades of the departed leaders 
dwelling in Elysium submit to a cross-examination by their own followers 
who are dwelling with them. Their main doctrines are brought out by means 
of lively dialogue, and the effort is made to separate the permanent from 
the transient in their doctrines. 

In the first essay Adam Smith, after admitting that some of the correc- 
tions to his doctrines made by his followers were probably true, closes with 
these words: ‘““You may be quite right, and since you are so solemn, let me 
for once forget my gravity and recommend to my School a headline in large 
letters for their copybooks, to be read in the imperative mood as follows: 
‘Prudent political economists proscribe prognostications.’ ”” The second es- 
say is an attempt to bring out the influence on his theories of the books 
owned and read by Adam Smith. Suffice it to say that Dr. Bonar here shows 
a wide acquaintance with and appreciation of the economic and philosophi- 
cal writings of Adam Smith’s time. 

The three remaining essays include dialogues with Malthus, David Ri- 
cardo and John Stuart Mill, in which the same line of treatment is con- 
tinued. 

The book although small in volume is large in content and interest and 
deserves a wide reading; moreover it is a real contribution to economic litera- 
ture because it sets in their true perspective the thoughts of these great 
economists about whose doctrines much has been said that cannot be found 
in their writings. 

Grorce Mitton 


Cari, F. Teoria generale della economia politica nazionale. (Milan: U. 
Hoepli. 1931. Pp. xvi, 478. L.30.) 

De Bernarpi, M. Giovanni Botero, economista. (Turin: Ist. Giuridico della 
R. Universita. 1931. Pp. 90.) 

De Francuis, C. Giammaria Ortes: un sistema di economia monetaria nel 
1700. (Naples: A. Chiarazzi. 1980. Pp. 165. L.13.) 

Det Veccuio, G. Lezioni di economia applicata. Parte I. Dinamica economics. 
Parte II. La politica economica. 3rd ed. (Padua: Milani. 1980. Pp. 529; 
533. L. 60 il volume 

De Pierri, T. A. Corso di politica economica. Vol. I. (Padua: Milani. 1931. 
Pp. 216.) 


accio, 


e und 
772, 


. $3.) 
study 
choo! 
aders 
owers 
neans 
from 


rrec- 
with 
et me 
large 
lows: 
id es- 
00ks 
hows 
ophi- 


1 Ri- 


con- 


and 
tera- 
yreal 
ound 


1932 ] General Works, Theory and Its History 277 


Foner, E. Der Sinn des Monopols in der gegenwartigen Wirtschaftsordnung. 
(Berlin: Paul Parey. 1931. Pp. vi, 143. RM. 8.50.) 

The introductory part of the book attempts a classification of theories 
and discussions of the monopoly problem. Of the three types of approach 
the first one is termed by Mr. Egner the empiric-realistic one, a name that 
probably is to cover the American conception of the “institutional ap- 
proach.” There the writings of Liefmann, Wiedenfeld, G. W. Jenks and R. 
T. Ely are representative. The second type of approach is termed the “mo- 
nopoly price theory” and Marshall, Bowley, Wicksell, Edgeworth, Panta- 
leoni, Pareto, Barone, Leduc, and Colson are included in this “school.” The 
third group adheres to the Marxian interpretation of monopoly, i.e. to the 
“accumulation theory”; here the writings of Hilferding, Grossmann, Stern- 
berg, Walter, Lenin, Bucharin, and Lederer are quoted. The theory of 
monopoly as advanced by Franz Oppenheimer is ranked as a special variety 
of this third group. All these interpretations, however, have failed as yet, 
in the author’s opinion, to provide the basis on which an understanding 
of the monopoly problem could be developed. The reviewer does not feel 
—after having labored to follow Dr. Egner’s abstract ways of reasoning— 
that this basis has been laid. At the same time, Dr. Egner does not belong 
in any of the three groups, in spite of being closest affiliated with Oppen- 
heimer. This study represents a philosophical approach ; and to those econo- 
mists who work in the border regions of economics and philosophy, Dr. 
Egner’s book will be of interest. 

Rosert WEIDENHAMMER 


Fenoaiio, G. Corso di storia delle dottrine economiche. Vol. I. (Turin: Soc. 
Tip. Ed. Nazionale. 1931. Pp. xi, 204. L. 50.) 

. Lezioni di storia delle dottrine economiche tenute nell ’anno ac- 
cademico 1929-30. (Turin: Ist. Superiore di Scienze Econ. e Commerciali. 
1930. Pp. 95. L. 15.) 

Friscu, R. New methods of measuring marginal utility. (Tiibingen: Mohr. 
1932. Pp. 142. M.11.40.) 

Graziaper, A. La rente et la propriété de la terre: critiques aux théories de 
Marz. (Paris: M. Riviére. 1930. Pp. xxi, 147. 20 fr.) 

GrossManNN, H. Die Goldproduktion im Reproduktionsschema von Marz und 
Rosa Luaemburg. Festschrift fiir Carl Briinberg zum 70. Geburtstag. 
(Leipzig: Hirschfeld. 1982. Pp. 152-184.) 

Ho.tanper, J. H., editor. Letters of John Ramsay McCulloch to David Ri- 
cardo, 1818-1823. Reprint of economic tracts. (Baltimore: Johns Hopkins 
Press. 1931. Pp. 44. $1.) 

Supplements the letters of Ricardo to McCulloch, printed in Publications 
of the American Economic Association in 1895 (vol. x, no. 5-6). Seventeen 
letters, written between 1816 and 1823, are here included. 

Korpet, L, Grenznutzentheorie und Marzismus. Wiener Staats- und Rechts- 
a Studien, Band XVIII. (Leipzig: Franz Deuticke. 1930. 

p. 98.) 

A reply to Bucharin’s polemic, The Political Economy of the Rentier, 
Marxistiche Bibliothek, Band II, 1925, in which he attacks the theory of 
marginalism, particularly as developed by the Austrian School. 

Bucharin holds that the “rentier,’ dominated by an extreme individual- 
ism, by fear of impending social catastrophe, and by the “psychology of 
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the consumer,” is responsible for the “unsocial’’ structure, marginalis 
m. 


the term “social.’’ It is a strange obfuscation to insist that no analyses of 
individual motives and acts shall be made on the ground that the individua| 
is part and parcel of a social system. It is nonsensical to say that economic 
society is an arithmetical sum of isolated components. Under our free divi- 
sion of labor, society is an organism or a system of organisms, composed o{ 
independently functioning parts. We gain under the theory of marginalism 
far more than by disconnected studies of our Robinson Crusoes. One set of 
institutions adapts itself to the needs and activities of others. The products 
and the services of one group are exchanged for those of another. Analysis 
must precede synthesis. 

It remains a question, however, whether it is worth while to criticize 
in detail the work of a man whose prejudices lead him so far as to see in 
the labors of Boehm-Bawerk an attempt to prove “that there is nothing 
in the nature of interest which could possibly be interpreted as being unfair 
or unjust.” 

Wa cter E. Ro 


Micue s, R. Introduzione alla storia delle dottrine economiche e politiche, con 
un saggio sulla economia classica italiana e la sua influenza sulla scienza 
economica. (Bologna: N. Zanichelli. 1982. Pp. xvi, 310. L. 16.) 

This aims chiefly to sketch the share taken by Italian economists in the 
making of economic science. Many interesting details are given on the con- 
tacts kept during the eighteenth century by Italian scholars with foreign 
learned men through travels, correspondence, translations, both of foreign 
books into the Italian language and of Italian books into other tongues. Very 
remarkable are the details on the issue, in the first years of the nineteenth 

century, of the famous collection of the Italian classic economic writings 

by Custodi, a collection which has contributed much to the knowledge of 

Italian economic doctrines and to the progress of economic doctrine. A long 

essay is dedicated by Professor Michels to the theory of the balance of 

trade by Gian Rinaldo Carli (1769). 

Riccarpo Bacui 


Puitups, H. Value and distribution. (London: Pitman. 1931. 5s.) 

Rocuester, A. Profits and wages. Internat. pamph. no. 16. (New York: In- 
ternat. Pamphlets. 1932. Pp. 31. 10c.) 

Scorr, H. M. The approach to economics. (London: Christophers. 1931. Pp. 
211.) 

Sexa, E. Dottrina dei tre principii. Lezioni di econ. pol. tenute nella R. Uni- 
versita di Geneva. (Padua: Milani. 1930. Pp. xi, 114. L. 15.) 

Supino, C, Principi di economia. 8th ed. (Rome: Albrighi Segati. 1931. Pp. 
x, 568. L. 20.) 

Wernsercer, O. Mathematische Volkswirtschafitslehre. (Leipzig: Teubner 
1930. Pp. xiv, 241. RM. 18.) 

Since the days of J. B. Say the mathematical approach has been accepted 
as a valuable method for the presentation and analysis of economic phe- 
nomena. Mathematical presentation helps to clarify certain facts and func- 
tions far more clearly than any other method. Even purely psychological 
reactions are amenable to quantitative measurement, and numerous func- 
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tions and relationships may best be presented and studied by means of 
mathematical formulae. Among the outstanding representatives of the 
mathematical school are Cournot, Gossen, Jevons, Walras, Pareto, Mar- 
shall and Fisher. 

Concepts such as population, value, price, capital, interest, wages and 
rent are all shown to be interdependent; and their mutual dependency can 
be expressed in numerical terms. The utility of a certain amount of goods, 
it is pointed out, is not only measurable in the two dimensions of quantity 
and intensity of demand, but also in a third dimension, that of time. Dr. 
Weinberger has made a comprehensive study of the surprisingly numerous 
instances where economic life may be subjected to the searching and exact 
tools of the mathematician. His book is thorough in its treatment and ex- 
cellent in its style. It is destined to occupy a permanent place in economic 
literature and deserves to be translated into English. 

Joun R. Mez 


Yxrema, T. O. A mathematical reformulation of the general theory of inter- 
national trade. (Chicago: Univ. of Chicago Press. 1982. Pp. xii, 120. $2.50.) 

Economia politica contemporanea, Saggi di econ. e finan. in onore del Pro- 
fessor Camillo Supino. Vols. I and II. (Pavia: Regia Universita di Pavia. 
1930. Pp. xviii, 440; x, 491. L. 150.) 

Saggi di storia e teoria economica in onore di Giuseppe Prato. (Turin: R. Ist. 
Sper. di Sci. Econ. e Commerciali. 1931. Pp. xliv, 675.) 


Economic History and Geography 


Recovery: The Second Effort. By Arruur Sauter. (New York: Cen- 
tury. 19382. Pp. xv, 353. $3.00.) 


The clue to our present distresses is to be found, not in the failure of 
production or of resources, but in dislocation of economic relationships. 
Reparations and war debts, ill-directed and irregular lending, ill-con- 
ceived tariffs and political anxieties have imposed upon the corrective 
machinery of changing prices and the money system a burden which 
that machinery has been unable to bear. The world today finds itself 
floundering in an economic no-man’s-land. It is caught between a laissez- 
faire competitive system that has passed and a system of planned direc- 
tion and control which is yet to come. As Sir Arthur Salter puts it: 
“Without securing the advantages of deliberate planning we have enough 
official control and private privilege and monopoly to impede the auto- 
matic adjustments and to restrict the benefits of competition to the con- 


» sumer.” What the world needs, he asserts, is an institutional framework 


within which business enterprises can achieve the benefits of both sys- 
tems. 

The volume thus presents both a diagnosis and a remedy. The diag- 
nosis is essentially the same as that contained in The Course and Phases 
of the World Economic Depression,’ prepared last year under the di- 

‘Reviewed in March, 1982, pp. 111-12. 
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rection of the League of Nations; and, in view of the fact that Sj 
Arthur Salter was until recently director of the Economic and Finap. 
cial Section of the League, this resemblance is not surprising. In Re. 
covery, however, the exposition has been reorganized, elaborated, clari- 
fied and rewritten in a simpler and more pleasing style. 

Sir Arthur’s proposals follow broadly the lines of the Report of the 
Conference of Economic Experts of last August. Two types of action 
are suggested: first-aid measures to be applied at once, and certain 
fundamental remedies which can be accomplished only in a more distant 
future. The immediate program includes a four or five-year moratorium 
of public debts, an increase in prices by controlled inflation, the lowering 
of tariffs and the strengthening of the peace structure through the 
League of Nations and the Pact of Paris. The New Order, for which 
the world should aim as an ultimate goal, is described as a system of 
planned national economic units coéperating under conditions of as- 
sured peace. Through national economic councils “the reciprocal strain 
of thrusting individual energy” may be used to support and stabilize 
the economic life of nations while at the same time the common interest 
may be safeguarded by preventing the abuses of monopoly. The na- 
tional councils will afford a basis for constructing a world economic 
council to fulfill similar purposes for the world as a whole. By means 
of this collective organization we should be able to stabilize the world’s 
price system, control international credit, provide for lower and more 
permanent tariffs and abolish war as an instrument of national policy. 

In less than 850 pages the author has surveyed the chief economic 
and political problems with which the world has to deal. Inevitably 
the treatment is cursory and unsupported by statistical and other data. 
What we have is a comprehensive view of international economic rela- 
tions as seen through the eyes of an international civil servant who has 
been behind the scenes in practically every move that has been made to 
deal with the world’s financial problems, whether through the Supreme 
Economic Council, the Reparations Commission, the “pleasure resort” 
conferences from Spa to Genoa or the League of Nations. Probably few 
economists would agree with all his views; and those who believe that a 
nation should aim at isolation and self-containment would find themselves 
in disagreement on almost every page. But to many, perhaps to the ma- 
jority, of students of world economics, this effort at comprehensive analy- 
sis and reform will be regarded as a stimulating contribution to the study 
of the present world crisis 

The book is easy and pleasant reading, obviously not written for the 
professional economist. Not the least interesting part is that in which 
the author gives his impressions of events and personalities of which 
he has his first-hand knowledge. His discussion of the much maligned 
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t Sir Treaty of Versailles and his short character sketches of Clemenceau, 
inan. Lloyd George and Wilson should help one to place the Treaty and the 
\ Re. trio who framed it in a true historical perspective. His treatment of 
cari. the foreign policies of France, Germany and Great Britain displays a 
keen insight into national psychology and a rare ability to appreciate 


f the differing opinions and attitudes. 
ction E. Freeman 


rtain Massachusetts Institute of Technology 

stant 

rium The Young Plan and Other Papers. By Ennest Luptow Boearr. 
ering (Claremont, Calif.: Pomona College. 1931. Pp. 164.) 

| the Professor Bogart has here assembled eight articles and addresses 
rich most of which he prepared during the year 1929-80 while he was a 
m of visiting professor at Claremont Colleges in California. Data appearing 
a in 1981 have been incorporated by later revision. One paper relates 
ir = to American policy on foreign investments while the others are devoted 
lize to reparations and interallied debts. Among the particular topics dis- 
bres cussed are the Young Plan, the Bank of International Settlements, 
ipl America’s interest in reparations, interallied debt settlements, and the 
— problem of transfer which is treated both generally and in the light of 
_— Mill’s theory. An appendix gives certain official material growing out of 
rid’s the Young Plan negotiations. 

ee" The book suffers from the inevitable limitations of the form in which 
licy. it is east. There is a certain amount of repetition, and the treatment 
om is unavoidably sketchy at times. Nevertheless, the collection contains 
ably much useful information and analysis and is a welcome addition to 
ata. the seanty store of reliable discussion on the subject. A note of cau- 
tious optimism as to the future of intergovernmental debts and repara- 
tions runs through the essays and, reasonable as it was in 1929, falls 
discordantly upon the ears in 1982. 

In arriving at the conclusion (p. 53) that foreign payments will be 
made possible by expansion in visible and invisible exports of the pay- 
ing country rather than by contraction of their imports, Professor 
Bogart by implication calls attention to a very important point in 
connection with the balance of payments. While it is possible to effect 
a balance either by “promotion” of credit items or “detraction” of 
debit items, the former involves the stimulation of economic activity and 
the latter a constriction and deadening of activity. This points a plain 
moral to all those who argue that so long as we, as a creditor country, 
alow the free importation of certain goods in amounts greater than 
the payments due on foreign debts, both public and private, we can 
restrict other imports as we like without seriously impeding these trans- 
fers. Such action would serve to compel paying countries to meet their 
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te 
obligations by reduction of their import items rather than by expansion vf a 


of export items. The significance of this is perhaps indicated by ob 4 
serving that in the periods 1915-20 and 1924-29 the balance of pay. 


ments was being adjusted largely through “promotions” and in the ane 
periods 1921-23 and 1930-32 largely through “detractions.” be di 
The truth of the matter is that a country’s ability to make payments tion 
abroad cannot be measured as a percentage of visible, or even of com- may 
bined visible and invisible, exports. A country’s ability to pay may be nied 
very slight below a certain point—a sort of national minimum of sub- out? 
sistence—and may rise very rapidly above that point. pur 
The need of further attack upon the problem of international trans- that 
fers is patent. The view that Germany can never pay any reparations posi 
(questions of justice aside) is probably as fallacious as the view, so foes 
current a dozen years ago, that her ability was virtually without limit. ‘| 
C. R. esey The 

Princeton University ae 
Economic and Social History of Europe in the Later Middle Ages, a 
1300-1530. By James Westratt THompson. (New York: Cen- at 
tury. 1981. Pp. viii, 545. $5.00.) 
Like its predecessor, Economic and Social History of the Middle ple 
Ages, this is a book of conspicuous merits and defects. Both for its uh 


scope as a compendium containing nearly all that is known about the | 
economic life of Europe in early modern times, and for the substantial 


soundness of its historical judgment and the consequent reliability of “ 
the materials it assembles, the book is incomparably superior to any- “ 
thing else we have in English. These are considerable virtues, so consid- i 
erable that it would be ungrateful to cavil because the proof-reading th 
shows many lapses. That Liineburg should have two different spellings p 
on the same page, that Ehrenberg should be misspelled in the index, di 
that dates in the 1300’s should appear as 1900’s is of course unfortu- as 
nate. But that such secretarial bedevilments “destroy the value of” the T 
passages concerned or seriously affect the substantial reliability of the - 
book is not true and should not be pretended. it 
The conspicuous defect of the book is the confusion apparent in its 
organization. Perhaps this is a more or less inevitable effect of Profes- t 
sor Thompson’s exposed position in the no-man’s-land between history f 
and economics. Historians are interested in the fate of nations, econo- : 
mists in the play of impersonal forces. As a historian Professor Thomp- ' 


son doubtless feels bound to proceed systematically from one part of 
Europe to another bringing each successively up to date, while as an 
economic historian he is bound to take special account of Temish and 
Florentine textiles, of the development of circulating capitui and of 
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the techniques of business, of the appearance of burgher patriciates and 
the inception of industrial class struggle. These two methods of handling 
the material cut across each other. Much that is of the highest im- 
portance for one is useless for the other, and—still more confusing— 
much is equally important in both contexts and therefore requires to 
be dealt with twice over. If historians are annoyed by an interpreta- 
tion of the Hundred Years’ War in terms of wine and wool, economists 
may be still more annoyed at finding the wool industry treated primarily 
as a cause of war. If it distresses historians to have the book “peter 
out” into a discussion of class conflict, financial organization and the 
development of business methods, it may distress economists still more 
that such matters of primary concern should appear in a semi-detached 
position, almost as after-thoughts: a collection of loose ends left over 
from the central narrative. 

The same no-man’s-land confusion seems even to affect Professor 
Thompson’s conception of his problem. As he states it in the preface, 
this is to show that “historical” events have an “economic” explanation: 
that “the conduct of men is profoundly influenced by these (economic 
and social) conditions.” Such a proposition is liable to strike both his- 
torians and economists as unsatisfactory. Without questioning its truth, 
historians are likely to insist that such “influences” by no means com- 
pletely account for the “events”; while economists will demand to know 
what, in this formula, accounts for the economic and social conditions. 

The economic innocence of Professor Thompson’s point of view has 
its advantages and its disadvantages. Economists may frequently be 
puzzled by the air of triumph with which the book produces from the 
unlikeliest spots evidence of “trade” and even of concerns “so modern 
and material .. . as taxation.” They may occasionally be startled by 
the abrupt summaries with which long and involved processes, largely 
political and military even in Professor Thompson’s own account, are 
dismissed as due to “changing economic conditions”—such, for instance, 
as the one on page 179 where, immediately after a recital of Valois and 
Tudor hostilities, we are told that “the Hanseatic League finally suc- 
cumbed to the demands and conditions of a modern business world which 
it was unable to understand or to which it was unable to adjust itself.” 

Now and then Professor Thompson formulates economic influence in 
terms which leave a student of economics in complete bewilderment— 
for example in the remark on page 62 to the effect that in Flanders “the 
manufacture of cloth became so important that other kinds of industry, 
regardless of their prosperity, tended to decline.” But the enthusiasm 
and even imprudence of which such remarks are an expression have 
their compensations. A prudent historian would not have exclaimed 
about the Levantine technique of dyeing, as Thompson does on page 
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257, “The discovery of this process made the fortune of Florence”. 
nor would he underscore the Turkish seizure of the Genoese and Vena 
tian alum concessions in 1455 with the remark, “It was the failure of 
the supply of this all-important commodity which was in large measur 
responsible for the ultimate decay of the Florentine cloth industry,” 

Professor Thompson has no theory of how economic development 
proceeds or even what it is. He gives short shrift to German historical 
metaphysics, mentioning Sombart only briefly and Weber not at all, and 
puts nothing in its place. As a result his economic history is confused 
and inconsecutive, but as another result it is uniquely catholic. It pro- 
ceeds hither and yon, but it leaves no stone unturned. 


C. E. Ayres 
University of Texas 


L’Industrie dela Laine Bergues-Saint-Winoc: Une Industrie Urbain 
du and XVII® Siécle. By E. Coornarrt. (Paris: Presses 
Universitaires. 1930. Pp. 112. 50 fr.) 

La Draperie-Sayetterie d’ Hondschoote, XIV*-XVIII* Siécles: Un Cen 
tre Industriel d’Autrefois. By E. Coornaert. (Paris: Presses Uni- 
versitaires. 1930. Pp. xxxv, 520. 75 fr.) 

These monographs are an almost epic account of a once highly pros- 
perous drapery in West Flanders. The two centers whose industry is 
particularly described lay on the outskirts of the mediaeval county but 
are today on the French side of the border. They are only three leagues 
apart and the proximity fostered rivalry. The tale told by Dr. Coor- 
naert is that of the triumph of an unpretending village over its aristo- 
cratic neighbor, Bergues. The fortunes of Hondschoote, which are the 
theme of the larger volume, have all the author’s interest, but the nar- 
rative is not narrowly conceived. In describing the rise and decline of the 
village he outlines the development of drapery in Flanders at large, and 
this comparative view is one of the virtues of the volume. Since Hond- 
schoote was the foremost center of a new industry, while Bergues was 
only a minor center of an old one, the short monograph becomes vir- 
tually an introduction to the longer one. 

Beside the great mediaeval cloth-making towns of Ghent, Ypres and 
Bruges, which prospered especially from the late thirteenth century to 
the middle of the fifteenth, there stood several small towns whose activi- 
ties the three usually strove to crush. Bergues was such a town; but, 
being remote, it did not rouse the hostility of Ypres and was even pat- 
ronized by Bruges, the market for its cloths. It attained, however, to 
only moderate prosperity; and Dr. Coornaert attributes this to the 
strict urban regulation of industry, which discouraged initiative, and 
to the presence in the town of a class of retired petty bourgeois (otiost) 
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yho dominated the masters among the woolen workers. The industry 
was organized on a craft basis and there was no accumulation of capital 
such as appeared in the large towns. When the market for fine woolens 
made from English wool began to decline in the fifteenth century, 
Bergues turned to a new drapery; but the old restrictions once more 
impeded success. 

The new drapery was in a way the discovery of Hondschoote. This 
rural bourg or manor had long manufactured the native stuffs of the 
region, unpretending fabrics made largely from native wool. In 1374 
its seigneur got from the count of Flanders a charter to protect its in- 
dustry. Slowly during the fifteenth century it developed the product into 
what was to be the famous “light” drapery of the sixteenth century, 
thin woolen “says” very like English serges. They found a market in 
Mediterranean lands. Antwerp, the rising mart of the fifteenth century, 
became their port of export, and with its fortunes the fortunes of Hond- 
schoote rose and fell. The production of says in the now populous vil- 
lage increased notably in the first third of the sixteenth century, reached 
its height in the second third, met disaster in the Franco-Spanish wars 
of the eighties, recovered a moderate prosperity in the early seventeenth 
century, but succumbed entirely to renewed warfare in 1658. 

With the approach of devastation, the sayetteurs, who were largely 
of the reformed faith, migrated to hospitable towns in Germany, in Eng- 
land, and in Holland, Leyden giving most cordial welcome. Light 
drapery was thereby not so much superseded as displaced. Near-by 
s towns of a distinguished past but driven in the sixteenth century to 
find a cheaper substitute for their fine mediaeval fabrics had already 
taken up the manufacture of says and by their competition had con- 
tributed to Hondschoote’s decline. Such were Arras, Amiens, Valenci- 
ennes, Lille, even Ypres and Bruges. In its heyday, however, Hondschoote 
had a population of some 12,000 and produced yearly 100,000 says. 
Although its municipal regulations were only slightly more liberal than 
most contemporary ones, aiming above all to protect collective inter- 
ests, there did appear in the town in the course of the sixteenth century 
a class of men with some of the characteristics of capitalists. They 
were not the drapers, who, although leaders in the industry, were only 
master-weavers employing several persons in house or shop but seldom 
owning more than six looms. They were rather the merchants who 
brought from the draperc the says and marketed them in Antwerp. 
But even they were essentially commission merchants and amassed little 
capital. Certain attempts of a few energetic persons to become capital- 


istic entrepreneurs were thwarted by the jealous magistrates of the 
town. 


Both of Dr. Coornaert’s studies rest upon an exhaustive examina- 
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tion of rich local archives, the documents of which are largely in a 
tongue not easily read. The digest and the presentation of this exten. 
sive material is admirable, continuing the best traditions of Pirenne and 
Espinas. The description of technique, of the administration of the town 
and of the industry, of the personnel and condition of the workers, js 
elaborate. A local study has been raised into a work of unique excellence. 


H. L. Gray 
Bryn Mawr College 


NEW BOOKS 

Assereto, G. Elementi fondamentali di geografia economica. (Milan: U. 
Hoepli. 1931. Pp. vii, 138. L. 6.50.) 

Aruoti, Ducuess or. The conscription of a people. (New York: Columbia 
Univ. Press. London: Philip Allan. 1931. Pp. x, 206. $2.50.) 

An account of the labor plan of the soviet government, based upon trans- 
lations of the soviet press and documents published in England, entitled 
“The Selection of Documents Relative to the Labour Legislation in Force 
in the U.S.S.R.” Points out the evils of forced labor and dumping, and 
criticises foreign nations for sharing in the blame. 

BareaGa.o, C. Le origini della grande industria contemporanea, 1750-1851, 
Saggio di storia economico-sociale, vol. ii. (Venezia: “La Nuova Italia.” 
1930. Pp. 417. L. 35.) 

Bearpwoop, A. Alien merchants in England, 1350 to 1377: their legal and 
economic position. Monograph no. 8. (Cambridge: Mediaeval Acad. of 
America. 1931. Pp. xii, 212. $4.) 

A study of original sources in English records and documents relating 
to the economic privileges and disabilities of alien merchants in England, 
particularly in the fourteenth century. The study is fully documented. 

Berranini, A. Lineamenti di storia della colonizzazione francese. (Milan: 
Vita e Pensiero. 1930. Pp. 115. L. 8.) 

Cucepner, B. S. L’étranger dans V’histoire économique de la Belgique. Re- 
printed from the Rev. de l’Inst. de Soc., 1931, no. 4. (Brussels: Maurice 
Lamertin. 1932. Pp. 40. 5 fr.) 

Coxe, G. D. H. British trade and industry: past and future. (London: Mac- 
millan. 1982. Pp. xxiv, 466. $5.) 

Cote, H. E. Stagecoach and tavern tales of the old Northwest. Edited by 
L. P. Ketioae. (Glendale, Calif.; Arthur H. Clark Co. $6.) 

Contains analytical index, folding colored map of the old Northwest 
showing the stage routes and tavern locations, a smaller detailed map, and 
81 plates of the old taverns, stagecoach offices, toll houses, stage drivers, 
bandits and stagecoaches. 

Copxanp, D. B., editor. An economic survey of Australia. Annals, vol. 158. 
(Philadelphia: American Acad. of Pol. and Soc. Science. 1931. Pp. iv, 281. 
$2.50.) 

A collection of articles relating to Australia, on population, trends in 
production and trade, industrial organization and control, labor and finance. 

Daruing, A. B., editor. The public papers of Francis G. Newlands. Vols. | 
and II. (Boston: Houghton Mifflin. 1932. Pp. xi, 484; xi, 426. $10.) 
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De Vitt pE Marco, A. Un trentennio di lotte politiche, 1894-1922. (Rome: 
“Collezione Meridionale.” 1930, Pp. xxii, 480. L. 25.) 

Dickson, A. J., editor. Covered wagon days: a journey across the plains in 
the sixties, and pioneer days in the Northwest. From the private journals 
of Albert Jerome Dickson. (Glendale, Calif.: Arthur H. Clark Co, $6.) 

Ferone, A. Le finanze napoletane negli ultimi anni del regno borbonico. 
(Naples: I.T.E.A, Pp. 163. L. 15.) 

Fossati, A. Documenti di storia economica piemontese. Saggi di politica eco- 
nomica Carlo Albertina. (Turin: Tip. Ed. M. Gabetta-Vaghera. 1930. Pp. 
xviii, 286. L. 20.) 

Gorvon, L. J. American relations with Turkey, 1830-1930 : an economic inter- 
pretation. (Philadelphia: Univ. of Pennsylvania Press. 1932. Pp. xv, 402. 
$4. 

Pr S. B. and Gras, E. C. T'he economic and social history of an English 
village (Crawley, Hampshire ), 909-1928. (Cambridge: Harvard Univ. 
Press. 1980. Pp. xv, 780. $7.50.) 

Debts such as that owed to the editors of this collection of documents are 
never paid, Scholars of the present day as well as those of the future will 
profit by the intelligent and unstinted toil here incorporated, but few will 
pause to render tribute to the combined learning and devotion which give to 
this work its great value. The first document presented is of the date A.D. 
643; the volume ends with an account of the agricultural methods of 1928. 
Thus, for a sweep of twelve hundred years those changes in the life of an 
English village which have found place in written records have been 
gathered for us. One follows the fortunes of this small area from the rule 
of the lord of the manor to the day of the industrial capitalist. 

Investigators of manorial accounting will find treasure here; also those 
interested in the evolution of land tenure and the rise of a land market, in 
population changes, in the emergence of a middle class, in the increase of 
freedom and of insecurity, in local and in far-reaching trade, in agricul- 
tural methods, in taxation, in the system of courts, in the development of a 
money economy, in the waning power of the church, all will discover rich 
ore. The unique value of the selections rises from the fact that such subjects 
are presented not as part of a static picture, as they would be in many 
collections of manorial documents, but as part of a changing world. Before 
one’s eyes the picture moves from Saxon manor (possibly from Celtic 
settlement) to a modern and somewhat down-at-the-heel English village, 
the result of an industrial age in which it has had little share and can but 
be considered an unfortunate by-product. 

In addition to the labor of bringing the documents together, the editors 
have provided terse but illuminating introductions to each item and a pre- 
liminary essay which is both a summary of the collection and a guide 
through its intricacies. At times they candidly confess their inability to an- 
swer pertinent questions: What became of those sons of Crawley tenants 
who did not inherit holdings? What was the ratio of demesne land to ten- 
ants’ holdings? What was the origin of fixed rent (p. 187)? At other places 
their conclusions must be hesitant. “Probably,” “it is not unlikely,” or 
“there can be little doubt” occur frequently (see pp. 90-92), often accom- 
panied by stimulating conjectures. 

To the reviewer that portion of the work dealing with the courts is per- 
haps least lucid; that which refers concretely to the development of a money 
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economy the most enlightening (pp. 62-66). An interesting section attempt, 
an evaluation of the money income of the tenant (pp. 69-74) ; another the 
receipts of the lord (pp. 83-86). 

Donnan 


Hankin, G. and Hanxin, C. A. Progress of the law in the United State, 
Supreme Court, 1930-81, (New York: Macmillan. Washington: Legal Re. 
search Service. 1931. Pp. xv, 525. $5.) 

This is the third annual revision of the work of the Supreme Court of 
the United States. Summaries of decisions are grouped in the economic 
field under railroad problems, public utilities, problems of insurance, banks 
and banking, federal taxation, state taxation, trade regulation, and labor 
problems. Within these group headings there are minor sub-divisions, s0 
that the reader can determine easily and quickly the position of the court on 
the several questions brought before it. Critical analysis is avoided, except 
for the purposes of classification. 

Hanvtos, E. L’Europe centrale: une nouvelle organisation économique. (Paris: 
Alcan. 1932. Pp. xii, 255. 15 fr.) 

Hocxina, W. E. The spirit of world politics, with special studies of the Near 
East. (New York: Macmillan. 1932. Pp. xiv, 571. $5.) 

Humpurey, E. F. An economic history of the United States. (New York: 
Century. 1931. Pp. 639. $3.75.) 

“Modern history, which begins with the discovery of America, is the 
story of the integration of the entire globe into a single great economic 
unit, modern ‘Business.’ *’ Moreover, “the traditional periods of America’s 
political development do not fit very well with the epochs of the nation’s 
economic development.’’ These introductory statements of Professor Hun- 
phrey will win the attention and interest of economists; and such head- 
ings as “America in the old world system” and “Political independence 
with business dependence” are highly suggestive. 

The maps and charts are admirable—though by an odd oversight the dia- 
gram of the triangular trade omits the African slaves on whom it was so 
largely based—and there is much of value in the wealth of detailed material. 
Yet the praiseworthy attempt to find economic dividing points itself leads 
the author into his greatest difficulty in exposition. Between table of con- 
tents and outline, he finds it necessary to distinguish no less than 11 periods 
and sub-periods; and this forces him to divide his material into 56 chapters, 
averaging barely over 10 pages apiece. The resulting discontinuity makes 
it unlikely that this volume will supersede earlier texts in the field. More- 
over economists will be puzzled by the author’s failure to understand why 
southern colonies did less manufacturing than northern, and by his descrip- 
tion of industry as merely the innocent ally of one of the main protagonists 
in a Civil War fought between farmers and planters. Many others, also, will 
be surprised that a book published in 1931 should begin by rejoicing that 
“the free laborer of the United States does not need to remain a wage- 
earner all his life; with industry and with thrift he can become a master of 
business,” and should choose for its closing words a quotation from Recent 
Economie Changes on our “characteristic spirit of indomitable hopefulness.” 

Carrer GoopricH 
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Jack, D. T. The crises of 1931. (London: P. S. King. 1931. Pp. 60. 2s.) 

James, F. C. England today: a survey of her economic situation. (London: 
p. S. King. 1932. Pp. xiii, 238. 6s.) 

Ler, T. F. Latin American problems: their relation to our investors’ billions. 
(New York: Brewer. 1932. Pp. 339. $2.50.) 


S iuxas, E. Weltkrise und deutsche Wirtschaft. (Tiibingen: Mohr. 1931. Pp. 


67. M. 2.) 
A reprint of a lecture on the effects of the world depression on Ger- 


many’s economic life, with special reference to the repercussion on the con- 
ming power of the masses. 
Joun R. Mez 


Micuets, R. Sunto di storia economica germanica. (Bari: Laterza. 1930. Pp. 
vii, 119. L. 10.) 

Minozz1, M. La politica economica nella Europa occidentale dal V al XIII 
secolo. (Naples: N. Jovene. 1980. Pp. 18. L. 6.) 

Nina, L. Le finanze pontifice nel medio evo. Parte II. Dopo il periodo avig- 
nonese. (Milan: Frat. Treves. 1930. Pp. 482.) 

Ouva, A. La politica granaria di Roma antica dal 265 A.C. al 410 D.C. 
Saggio di agricoltura ed economia rurale. (Piacenza: Fed. Ital. Consorzi 
Agrari. 1930. Pp. x, 296. L. 25.) 

Orsay, H. France: a regional and economic geography. (New York: Dutton. 
1931. Pp. xiv, 515. $6.50.) 

This useful type of book, which is rare in English, is comparable to cer- 
tain excellent and quite inexpensive class manuals in French. For example, 
that of Busson, Févre and Hauser, La France et Ses Colonies (Paris, 1920) 
has three parts on France, very much like the book here reviewed. This 
similarity is marked relative to length, organization, and the relationship 
of map and diagram space to amount of text. In each case, Part I is a general 
introduction, Part II contains the regional studies, and Part III is mainly 
an attempt to systematize the economic geography, which otherwise would 
be too much scattered through the volume. 

Quite aside from the convenience of having it in English, the present book 
has merits of its own worthy of notice. Expensive publication, including 
good paper, brings out the intrinsic merits of the maps. Economists will 
regret that coal, iron and transport facilities were not more effectively 
brought together; but this criticism applies to all these geographies, French 
or English. Frequent reference is made to large-scale maps. There is a good 
deal of bibliography, including monographs and articles, though specific 
citations for the further study of particular subjects are lacking. These 
lists of references are more nearly up to date than is usual in similar French 
manuals. Scales and tables are generally in both metric and English units, 
which is a great convenience. 

This will prove a most useful reference work, even for those who can 
use the cheaper and oftentimes more lucid, but less thorough, French books 


f this type. 
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Poxrovsky, M. N. History of Russia from the earliest times to the rise of 
commercial capitalism. Translated and edited by J. D. Crarkson and 
z R. M. Grirritus. (New York: Internat. Pubs. 1931. Pp. xvi, 883. 
3.50.) 
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This book is written from the Marxist point of view. It was originally 
published in 1910-12 in five volumes and later in four volumes. The Englis) 
publication, with the approval of the author, is abridged into two volume, 

The present volume brings the history down to the second quarter of th: 
eighteenth century. Pokrovsky examines the reasons why the old Russiay 
town fell (he points particularly to the taking of Constantinople by French 
and Italian Crusaders) and why Novgorod trade continued longer, He 
analyzes in these chapters also the social structure of urban society and its 
evolution between the twelfth and fifteenth centuries. This is followed by 
short discussion of the formation of the Moscovite state, and an interesti 
detailed study of the agrarian revolution or crisis in the sixteenth century, 
The author considers that the monetary economy in the sixteenth century 
was of greater importance in Russia than it was during the following cen- 
tury. 

The period after the reign of Ivan the Terrible, Pokrovsky considers as 
a feudal reaction, followed by the rebellion of the nobles (pomeshchiks) 
which started the “period of troubles” in Russian history. Pokrovsky ana- 
lyzes this period in detail, with special attention to the social structure of 
society, always emphasizing class struggles. 

The last part of the volume deals with the reforms of Peter the Great, 
to which Pokrovsky assigns less importance than do traditional interpreters 
of Russian history. In the section on the commercial capitalism of the 
seventeenth century, are many data interesting for an economist on the 
monopolies in foreign trade typical of Russia at that time. As the sovereign 
participated in these monopolies in greater degree in Russia than in western 
Europe, so state capitalism in Russia was more pronounced even at this 
early date. The Petrine period of Russian history was dominated by inter- 
ests of commercial! capitalism, including foreign capitalists, and of the new 
feudal aristocracy (“‘supreme lords”) restored after the period of the 
“troubles.” However, after the period of Peter the Great, the bourgeois 
policy in the interest of commercial capitalism was abolished and the 
domination of the nobility was fully reéstablished for a long time. 

Generally, as was to be expected from a Marxist historian, Pokrovsky 
interprets each period of Russian history from the point of view of a 
domination of some social class or of the struggle of classes for such a 
domination. He pays insufficient attention to such factors of development 
as nationalism, religion, or state interests. His interpretation may be con- 
sidered one-sided, but to a reader aware of this limitation the book may 
supply interesting and valuable information about Russian economic history. 
There is a glossary and notes on persons and institutions. 

V. P. Timosnenko 


Rivaup, A. Les crises allemandes (1919-1931 ). (Paris: Colin. 1982. Pp. 218. 
12 fr.) 

The first part treats of the antecedents of the depression; the second, the 
crisis of 1923-24; the third, the era of prosperity; and the fourth, the 
financial crisis of 1929-31. 

Rozerts, D. W. An outline of the economic history of England. (New York: 
Longmans Green. 1931. Pp. xii, 364. $1.80.) 

Professor Roberts has divided his short, concise treatise into three parts, 

embracing respectively the periods from 1066 to 1485, 1485 to 1660, and 
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1660 to the present. Of these the last is by far the longest and most detailed. 
Brief, well-chosen lists of references accompany each part. 

The author has not made the mistake, so common among his predecessors 
in the field, of assuming on the part of the student a knowledge of English 
political history. The references to political events, though necessarily brief 
in a work of this length, are to the point and throw considerable light on 
the economic institutions discussed. In this inter-relation of the political 
and the economic lies, perhaps, the chief merit of the book. 

The historical perspective of the work suffers because of the somewhat 
too narrowly English treatment of the subject, and also because of the 
scanty consideration given to the economic development of Britain after 
1875. 

The first weakness is apparent in the section dealing with the close of 
the medieval, and the opening of the modern, period. Though the author 
does state that England was relatively backward until the latter time, he 
would have clarified the point had he contrasted more forcibly the very 
different civilizations of the North and South Europe during the Middle 
Ages. Professor Libyer and other contemporaries hold that it was the in- 
crease of trade in North Europe and the development of strong national 
governments there rather than the assumed closing of the trade routes by 
the Turks that inspired northern peoples to seek new routes to the Orient. 
They hold further that the discovery of these new routes led to the de- 
cline of the Italian city states and a shift in the center of the economic world 
from the Mediterranean to the Atlantic seaboard. 

The second and more fundamental point of criticism deals with the third 
section of the book. The depression of 1875-1885, the appearance of strong 
industrial and commercial rivals of Britain, the formation of the British 
Labor Party, a permanent unemployment problem, the over-expansion of 
industry, inflation and the loss of markets due to the Great War, the ad- 
vent to power of the Labor Party, the general strike, and the complete 
interdependence of the world’s nations upon one another—all events of 
supreme importance in the economic history of England—are merely 
touched upon or are completely overlooked. It may be countered that the 
work is an outline only; but even an outline must have proportion to have 
perspective. After a brilliant start, this section misses its goal, leaving one 
with the impression that he has somehow ended in a blind alley. It is to be 
regretted that the fine level of Part II and the first half of Part III was 
not maintained in the closing chapters of the book. 

Lorne T. Morcan 


Rosertrson, W. S. History of the Latin-American nations. 2nd ed. (New 

York: Appleton. 1982. Pp. xvii, 821. $5.) 
A revised and enlarged edition of a work originally published in 1922. 

Many maps are provided and the bibliography covers more than 30 pages. 

Scarsoroucn, H. E. England muddles through. (New York: Macmillan. 
1932. Pp. vi, 265. $1.75.) 

Scummt, P. H. Einfiihrung in die allgemeine Geographie der Wirtschaft. 

_ (Jena: Fischer, 1932. Pp. xx, 8308. Rmk. 15.50.) 

Sigcrriep, A, La crise britannique au XX° siécle. (Paris: Colin. 1931.) 
England’s crisis, Translated by H. Hemmine and D. Hemmina. (New 
York: Harcourt Brace. 1931.) 


June 
inally 
glish 
umes, 
of the 
SSian 
rench 
r. He 

d its 
bya 
sting 
ntury 
 cen- 
TS as 
hiks) 
ana- 
re of 
reat, 
eters 

the 

the 
eign 
tern 
this 
ter- 
new 

the 
the 
sky 
a 
ha 
ent 

on- 
nay 
ry. 

18. 
he 
he 
k: 
ts, 
nd 


292 Reviews and New Books [June 


After his penetrating analysis of America’s social and economic condi. 
tions, André Siegfried, the brilliant author of America Comes of Age, 
turns to a study of the economic problems confronting his neighbors acros; 
the Channel. What are the causes of the severe crisis from which England 
has been suffering, at varying degrees of intensity, for the last ten years? 
What are the remedies capable of curing the country’s long economic 
malady? 

In the author’s opinion the root of England’s difficulties lies in the prob- 
lem of her passing from nineteenth century mentality, equipment and 
methods, to the methods, the mentality and the equipment imperatively 
demanded by radically changed twentieth century conditions. While jn 
other countries standardization and mass production were forcing costs 
down, in England a conspiracy of factors—ranging from the complacent 
conservatism of a large part of the country’s business men to the highly 
honorable but economically unwise monetary policy adopted in 19295— 
has tended to keep costs high. The result is, as shown by the steady, dis- 
concerting decline of England’s exports and the correspondingly alarm- 
ing increase in the number of the country’s unemployed, that Great Britain 
has been gradually losing her position of industrial leadership. 

What are the possible remedies to this situation? They range, according 
to Siegfried, from a radical change in the methods and the attitude of the 
country’s business classes, to such direct measures as protection, a change 
in the country’s monetary policy, and the creation of a close preferential 
system within the Empire. 


G. Werk 


Simpson, G. Fur trade and empire: George Simpson’s journal. Edited by 
Freperick Merk. Harvard hist. stud., vol. 31. (Cambridge: Harvard 
Univ. 1932. Pp. 407. $4.50.) 

Soutuwortu, C. The French colonial venture. (London: P. S, King. 1931. 
Pp. xi, 204, 12s. 6d.) 

This book might almost be said to be a pioneer in its general field, if 
not in the specific task it starts out to accomplish. There is a long list of 
books in the French language on the French colonial empire. Most of them 
are descriptive of the people, the climate, and the resources of the various 
colonies. A few of them attempt to appraise the economic advantages and 
disadvantages to the mother country, and in general these appraisals reach 
a negative conclusion. 

The present writer suggests a method of evaluation of colonies in terms 
of money, and applies his method to answering the question: Is the colonial 
empire of France economically profitable? Briefly, the method (p. 32) 
involves three items: First, ‘the amount, if any, by which the expenditures 
of the French government on the colonies have exceeded any substitute 
expenditures which the absence of colonies would have imposed on 
France” ; second, “‘the amount by which the gain to France from trade with 
the colonies has exceeded or been less than what would have been the gain 
to France from the trade she might have conducted as a substitute, had she 
possessed no colonies”; third, “the amount by which returns on French 
investments in the colonies have exceeded or been less than what would 
have been the returns on the same capital if there had been no colonies 
to invest in.” 
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There is something unreal about this method, as it is nearly impossible 
to measure the results of action which is purely hypothetical. For example, 
who can say what the earnings of French capital would have been if it had 
been invested elsewhere than in the colonies but outside of Russia? 

Application of the method outlined reaches the conclusion (p. 131) “that 

the French colonies, from the economic point of view, have been an un- 
profitable venture for France, and that they will probably remain so for 
many years to come.” A further conclusion (p. 149) runs to the effect 
“that from a strictly economic standpoint it would probably be to the best 
interests of France to forego the development of colonial regions’’ and 
turn over her colonies to those powers which can “provide colonists and 
capital and the greater adaptability of their commercial policy to stimulat- 
ing international trade.” The final part of the conclusion is posited direct- 
ly (p. 145) upon the conviction that the interests of the trading world are 
best served when colonies are developed by those countries which are best 
fitted to integrate the products of the exploited areas with the world’s 
system of consumption. 
' As an approach to the solution of a difficult problem, this book leaves 
little to be desired, even though its conclusions are open to question and 
its methods of evaluating colonial enterprise are probably open to criticism. 
On the other hand, the material is well arranged, there are ample statisti- 
cal data, an adequate index, and appendices that throw light upon many 
of the controversial elements of the problem. 


Water W. McLaren 


Taytor, H. Good business and the war debts. (New York: Columbia Univ. 
Press. 1982. Pp. 32. 25c.) 

Tuompson, W. Greater America: an interpretation of Latin America in rela- 
tion to Anglo-Saxon America. (New York: Dutton, 1932. Pp. 275. $3.) 
loa-Keizat, C. The Manchuria yearbook, 1931. (New York: Stechert. 1931. 

Pp. 347. $4.) 

Tucct, R. Le imposte sul commercio genovese fino alla gestione del banco di 
§. Giorgio. (Bergamo: Industrie Polig. C. Nava. 1931. Pp. 84.) 

Vaxit, C. N., Rosg, S. C. and Deotacxar, P. V. Growth of trade and in- 
dustry in modern India: an introductory survey. (New York: Longmans 
Green. 1931. Pp. xii, 398. $5.) 

Verret, P. Bilanci del commercio dello Stato di Milano. Edited by Luia 
Ernaupt. (Torino: Riforma Sociale. 1932. Pp. 119. L. 16.) 

Professor Einaudi begins with this volume a new series of reprints of 
scarce tracts in economics, which will have great interest for students of 
the history of economic doctrines. 

This first publication gives in full the almost unknown studies on the 
balance of trade for Lombardy during the years 1752 and 1762, formu- 
lated by the celebrated economist, Pietro Verri. The account is interesting 
for the economic history of Lombardy and for the history of monetary 
theory, as Verri analyzes, not only the balance of trade, but also some 
invisible items of the balance of payments and the course of foreign ex- 
changes. The long preface by Professor Einaudi gives a detailed history 
of the formation of the two tracts issued. 
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Westerman, W. L. and Keyes, C. W., editors. Taz lists and transportation 
receipts from Theadelphia. Columbia papyri Greek ser., no. 2. (New York: 
Columbia Univ. Press. 1932. Pp. 230. $6.) 

Wuirte, L. W. and Suananan, E. W. The Industrial Revolution and the eco- 
nomic world of today: a study of industrial changes and their effects in 
Great Britain and of contemporary economic structure. (New York: Long- 
mans Green. 1932. Pp. ix, 378. $2.50.) ’ 

Wivuiam, M. Sun Yat-sen versus communism: new evidence establishing 
China’s right to the support of democratic nations. (Baltimore: Williams 
& Wilkins. 1932. Pp. xx, 232. $5.) 

An interpretation of Dr. Sun Yat-sen’s advocacy of Marxian socialism 
in China and the part this played in recent Chinese politics. Part III treats 
of the reasons which caused Dr. Sun to change his position. 

Actas de la Cuarta Conferencia Economica Nacional (eatraordinaria), 2} 
agosto—2 septiembre, 1931. Est. de prob. nac., no. 84. (Buenos Aires: 
Confed. Argentina del Comercio, de la Industria y de la Produccién., 1981, 
Pp. 507.) 

Apergus européens: conférences organisées par la Société des Anciens Eléves 
de V’Ecole Libre des Sciences Politiques. (Paris: Alcan. 1981. Pp. vi, 148.) 

A discussion of the international situation. Autp, G. P. International debtors 
and creditors. Parsons, G. Forces that transcend economics. (New York: 
N. Y. State Soc. of Certified Public Accountants. 1982. Pp. 44. 165c.) 

L’economia italiana nel 1929. (Rome: Confed. Gen. Fascista dell’ Industria 
Italiana, 1980. Pp. 263.) 

L’economia italiana nel 1930. (Rome: Confed. Gen. Fascista dell’Industria 
Italiana. 1931. Pp. 125.) 

The Financial Post business year book, 1982. (Toronto: MacLean Pub. Co. 
$2.) 

Japan: thirty-first financial and economic annual. (Tokyo: Govt. Printing 
Office. 1931. Pp. vii, 270. Yen 2.) 

Il Marocco: sviluppo economico e relazioni commerciali con V’Italia. (Rome: 
Ist. Naz. per l’Esportazione. 1930. Pp. 126.) 

Norwegian-American studies and records. Vol. VI. (Northfield, Minn.: Nor- 
wegian-American Hist. Assoc. 1931. Pp. viii, 190. $2.) 

Among the studies are chapters on the campaign of the Illinois Central 
Railroad for Norwegian and Swedish immigrants and Norwegian migration 
to America before the Civil War. 

République Turque: annuaire statistique, 1930-81. Vol. IV. (Ankara: Office 
Central de Statistique. 1931. Pp. xiii, 433.) 

Sintesis de la conferencias economicas nacionales realizadas por la Confedera- 
cién Argentina del Comercio, de la Industria y de la Produccién en los anos 
1919, 1928 y 1928. (Buenos Aires: Confed. Argentina del Comercio, de 
la Industria y de la Produccién. 1931. Pp. 147.) 

Social economic planning in the Union of Soviet Socialist Republics: report 
of delegation from the U.S.S.R. to the World Social Economic Congress, 
Amsterdam, August 23-29, 1931. (The Hague: Internat. Ind. Rel. Assoc. 
New York: Internat. Ind. Rel. Assoc., 180 E. 22nd St. 1931. Pp. 168.) 

Statistical contributions to Canadian economic history. Vols. I and II. (To 
ronto: Macmillan. 1931. Pp. xii, 93; 93. $10. each.) 

Volume I is a monograph entitled Statistics of Banking, by Professor 


1932] 


Tra 
Pri 
Unite 
(N 


Chin 
T 
resu 
Chit 
plec 
acti 
and 
far 
] 
Kn 
uti 
far 
ple 
TI 
$l 
0 
Ct 
la 


1932] Agriculture, Mining, Forestry, and Fisheries 295 


c, A. Curtis, Queen’s University ; volume II includes Statistics of Foreign 
Trade, by Professor K. W. Taylor, McMaster University, and Statistics of 
Prices, by Professor H. Michell, McMaster University. 

United States of Brazil. Bull. no. 49 (spec. bull. on securities in default). 
(New York: Institute of Internat. Finance. 1931. Pp. 84.) 


Agriculture, Mining, Forestry, and Fisheries 


Chinese Farm Economy. By J. Losstnc Buck. (Chicago: Univ. of 
Chicago Press. 1930. Pp. xii, 476. $5.00.) 


This study of 2,866 farms with 21,000 acres and 17,000 persons is a 
result of the codperative efforts of the University of Nanking and the 
Chinese Council of the Institute of Pacific Relations. This monumental 
piece of work presents the first realistic picture of the agricultural 
activities of that vast, unknown expanse about which so much is written 
and so little is known. 

Professor Buck here takes stock of the economic life of the Chinese 
farmer. It is a contribution of first-rate importance to a systematic 
knowledge of China’s foremost industry. The study deals with land 
utilization, the farm business, tenancy, livestock, farm labor, the farm 
family and its food supply and standard of living. 

Today Chinese agriculture is a system of unfenced, widely-scattered 
plots of land, which corresponds to the archaic strip system of Europe. 
The usual farm has 8.5 non-contiguous plots each less than an acre in 
size and the farthest average nearly two miles from the farmstead. 

The average farm capital is $1,769 (Mexican dollars), three-fourths 
of which is invested in land. The mortgaged land makes up only 1.2 per 
cent of the capital. Trees are bought and sold separately from the 
land, and on the average are worth $88 per farm. 

Livestock plays an unimportant réle in Chinese agriculture, repre- 
senting only 8.7 per cent of the capital; and livestock and its products 
represent only 8.1 per cent of the annual income. The average farm has 
0.5 oxen, 0.4 donkeys, 0.1 mules, 6.5 chickens, 2.8 sheep, 0.2 goats, 0.9 
hogs. Labor animals are much more important than productive animals. 
Three-fourths of the farmer’s cash receipts, $322 per year, are derived 
from the sale of crops. 

After deducting expenses, Buck finds that the returns to the family 
for its labor are $181 per farm. Only 39 of the 2,866 farm families had 
returns of more than $350. These returns are closely associated with 
size of farm, crop yields, efficiency of labor, soils, and the like. 

China is no exception to the rest of the world. They have the tenancy 
problem. In North China, three-fourths of the farmers own the land they 


‘All money values are Mexican dollars. 
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operate; and in East Central China, less than one-half. The most jn. 
portant method of paying rent is in the form of a definite amount of 
grain, the “half and half” system being most common. The a 
of the total receipts that go to the landlord varies from 25 to 67 

cent. Landlords’ returns on capital vary from 2.6 to 17.8 per z. 
Interest rates on loans are rarely less than 20 to 80 per cent. This 
study indicates the importance of the problem of “fair rent payments, y 
which is now receiving the attention of the national government in China, 

The cropping systems of China are apparently quite different from 
those of the United States. On account of the small amount of livestock, 
hay and pasture play an unimportant réle in Chinese agriculture. The 
crops are primarily grain, fibre, and leaf products, for direct human 
utilization. The by-products, straw, stalks, and fodder, are used for 
farm and city fuel, building, and work animals. Since relatively little of 
these by-products is plowed under or returned to the soil in the form of 
animal manure, the human feces and urine are carefully conserved. Be- 
cause of the long growing season, double cropping, which is compara- 
tively unknown in the United States, is widespread. About one-half of 
the total crop area is double cropped. 

The student of prices w “ be interested in the wide variations in the 
prices of the same commodity for the same year in different communities 
and the wide variations in prices of the same commodity in the same 
community for different years. These differences are due largely to lack 
of transportation. There is a surprising similarity in price relationships 
in eastern China and in the United States. In China, the price of wheat 
is 1.45 times the price of corn (maize), and in the United States, 1.49. 

Water, wind, or mechanical power are used only in irrigated areas. 
The muscles of man and beast are the sole source of farm power. In 
China, 663 hours of human labor are required to produce a hectare of 
corn, as compared with 47 in the United States; wheat, 600 and 26; and 
cotton, 1620 and 289 man-hours, respectively. In China, human labor 
is cheap and animal labor is expensive. 

The sociologist will find a fascinating discussion of rural population, 
standard of living, and allied problems, in chapters 9 and 11. 

The Chinese family is a “large family” unit, including in addition to 
the immediate family, other relatives who do not live in the household, 
but who share in the family budget. The “immediate” family, father, 
mother, unmarried sons and daughters, represent but 61.1 per cent of 
the “economic” family. This study shows clearly the high correlation 
between the size of the farm and the size of the “economic” family. 

The standard of living must of necessity be low because of the meager 
income. Every time the Chinese farm family spends $1, the American 
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farm family spends $17. Few farmers can read and three-fourths of the 
farmers’ children have never attended school. Fuel represents 12.3 per 
cent of the value of goods consumed, compared with 5 per cent in the 
United States. The cause is clear; “what is put under the kettle is worth 
more than what is put inside.” 

The “home economist” will find food for thought in chapter 10. Grain 
forms 90 per cent of the food energy of the Chinese family; roots, 9; 
ind animal products, 1 per cent. The old adage “one person requires 
three tou of grain each month” states the problem tersely, simply, and 
completely. 

The information in the tables is arranged in a compact and readily 
accessible form; the charts are effective. The book is well illustrated with 
photographs of common folks, their children, homes, fields, crops, tools, 
and the like. The usual photographs of the white-collared western pro- 
fessor surrounded by a group of admiring natives are missing. 

This book may be criticized because of the brevity of the conclusions. 
Despite the magnitude of the study, the author has not been over- 
cautious, and is to be commended for not generalizing on insufficient 
data. Much of our literature of the agriculture of the Far East contains 
broad generalizations based on 80-day tours of the Orient. 

When a warm current of optimism meets a cold current of pessimism, 
a fog results. Mr. Buck has cleared away much of the fog that has pre- 
vented us from seeing clearly the problems confronting Chinese agri- 
culture. China is fortunate that Mr. J. L. Buck has presented the eco- 
nomic and social aspects of Chinese agriculture factually in “Chinese 
Farm Economy”; and that Mrs, Pearl Buck has presented the same 
phenomenon in fiction, “Good Earth.” 


F. A. Pearson 
Cornell University 


Die Agrarkrise in den Vereinigten Staaten. By Jutian GumPenz. Verof- 
fentlichungen der Frankfurter Gessellschaft fiir Konjunkturfor- 
schung, neue Folge, Heft 2. (Leipzig: Hans Buske. 1931. Pp. xii, 
182. Rm. 11.) 

Karl Marx’s dictum that “just as capitalist (industrial) production 
is conditioned in a general way on the expropriation of the laborers 
from their requirements, so capitalist agriculture demands the expro- 
priation of the rural laborers from the land and their subordination 
to a capitalist, who carries on agriculture for the sake of profit” 
might have been taken as the text of Dr. Gumperz’s study. The “crisis” 


— Marx, Capital (Untermann translation, Chicago, 1909), vol. iii, part 6, 
p. 721. 
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in American agriculture is but one aspect of the inevitable advance of 
capitalism, an advance that is accompanied by increasing misery go 
the propertyless workers. Rationalization of production technique, of 
management, and of organization, today is revolutionizing agriculture, 
the last refuge of the independent worker. It is nurturing the “business. 
farmer,” who eagerly applies the methods of capitalistic production, and 
is driving the less skilled or less resourceful farmer into the masses of the 
proletariat. 

Thus, Dr. Gumperz argues, the agricultural depression in the United 
States—which already has lasted over ten years—is not cyclical in 
nature, but is rather the expression of fundamental structural changes 
in the national economy. Although agricultural difficulties are world- 
wide today, they are most acute in the United States. For it is in 
America that farming has been drawn furthest into the processes of 
industrial capitalism. The American scene, therefore, is of prime interest 
to the student of the evolution of agriculture. It is there, Dr. Gumperz 
says, that he may see an omen of the fate of countries as yet less 
completely penetrated by the institutions of industrial capitalism. 

The analysis of the “crisis” is directed first towards a theoretical 
consideration, in Marxian terms, of the nature of fluctuations in agri- 
culture, and then towards a brief description of recent occurrences in 
American agricultural life, which in the author’s opinion give credence 
to the theoretical argument. 

Dr. Gumperz summarily rejects all non-Marxian theories of eco- 
nomic cycles. Most theories are unsatisfactory, the author says, because 
they relate more or less exclusively to details of the industrial or f- 
nancial mechanisms of our economy, and take no cognizance of implica- 
tions of the capitalistic penetration of agriculture. Other explanations, 
which point to crop fluctuations (in turn related to variations in me 
teorological processes) as the impelling factor making for economic 
oscillations, become more and more inadequate with the progressive 
mechanization and capitalistic organization of agriculture. Only the 
Marxian system, with its analysis of the contradictions inherent in the 
institutions of capitalism, can make possible simultaneous and self-con- 
tained explanation of both the industrial and the agricultural crises. 

The historical material is presented discursively, and serves as symp- 
tomatic support for the author’s notions regarding the changing struc- 
ture of agriculture in the capitalistic world. Little hope for the small 
farmer is found by Dr. Gumperz in his cursory examination of nine- 
teenth-century tendencies in American agriculture and more recent 
events leading to the present crisis; the various devices intended to 
relieve the farmer in his plight; the rapid rationalization of agriculture 
and the development of large-scale farms; the abandonment of the soil 
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and the migration to the cities. The small farmer is squirming helplessly 
under the increasing pressure of the mechanized large-scale farm enter- 
prise. The specific agricultural crisis will end only when the old agri- 
wltural order has given way to pure capitalistic organization. The 
nature of economic fluctuations will then be profoundly altered— indeed, 
American economy will enter upon a new phase of evolution. 

Dr. Gumperz’s work suffers from extreme eagerness to prove a par- 
ticular thesis, a characteristic of polemical writing. Although his in- 
istence that explanation of economic fluctuations be contiguous with 
explanation of the nature of capitalistic institutions seems justified, yet 
his attention to non-Marxian theories is too scant. He does not coun- 
tenance the probability that numerous seemingly diverse explanations 
are relevant to a complex set of phenomena. A tendency to pass lightly 
over aspects of the problem that do not fit into a preconceived scheme is 
frequently apparent. There seems to be little historical support for the 
contention that agricultural crises have been reflections of social and 
technical changes only in the period since the rise of modern capitalism 
(p. 14). Again, the statistical illustrations are occasionally ambiguous. 
Thus, an attempt to indicate the relative poverty of American farmers 
is not strengthened by showing that in 1929 scarcely 15 per cent of the 
farm enterprises in the United States possessed tractors (p. 64). Such 
an average is for most purposes meaningless; much more important 
vould be some indication of the dispersion of the original items. For 
instance, in Kansas there were in 1930 approximately 40 tractors for 
every 100 farms, whereas in Georgia there were about 2 for every 100 
farms. But varying amounts of machine equipment also indicate differ- 
ences in types of production, as well as relative poverty. Further, it 
would have been interesting if Dr. Gumperz had presented more evidence 
of the comparative profits and losses of small and large-scale farms. He 
does not admit the possibility that, for certain purposes, small, well- 
managed family farms may have distinct advantages over large organi- 
zations. Like most Marxist writers, Dr. Gumperz too definitely conceives 
of capitalism as a conscious malevolence, when, from his own point of 
view, it is merely expressing the tendencies of its nature. 

Undoubtedly, American agriculture is undergoing sweeping changes, 
and they appear to be roughly in the direction where Dr. Gumperz 
points. Marx may have been mistaken about the speed and precise man- 
ner of fulfillment of his prophecies. Nevertheless, contemplation of the 
events in the half-century since his death must convince one of the 
astonishing shrewdness with which he predicted general tendencies in 
social evolution. 

Cari T. Scumipt 

National Bureau of Economic Research 
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Acostini, A. Il problema de rimboschimenti in Italia. (Rome: Lib. del Lit. 
torio. 1930. Pp. 101. L.10.) 

Carver, T. N. Principles of rural economics. New ed. (Boston: Ginn. 1939. 
Pp. xxi, 401. $1.80.) 

Crrtracy-Wanrrup, S. von. Die zweckmassigen Betriebsgrossen in der Land. 
wirtschaft der Vereinigten Staaten von Amerika. (Berlin: Paul Parey 
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Crark, F. E. ann Wetp, L. D. H. Marketing agricultural products in th 
United States. (New York: Macmillan. 1982. Pp. xiv, 672. $4.25.) 

Tremendous changes in agricultural marketing methods and agencies 
have occurred in the 17 years since the appearance of Weld’s pioneer work. 
The Marketing of Farm Products. This new book by Clark and Weld, 
which revises the earlier study, better than any other source indicates these 
changes. Whereas the older book contained 483 pages of approximately 
250 words of text to the page with little footnote material, the present 
volume contains 672 pages of approximately 450 words of text to the 


page and is abundantly supplied with footnotes. 


The authors still hold to the conservative position that marketing im- 
provement must and will be gradual and that the present system is working 
efficiently. This view is common in the discussion of the cost of marketing 
(chapter 21). “High costs may be due to the necessity of performing er- 
pensive operations’ (p. 452). Little objection can be made to this state- 
ment, although the treatment in the chapter may leave one with the feeling 
that the authors take a smug satisfaction in certain rather high costs. If it be 
granted that few individual retailers make large profits even with wide 
margins, yet the huge toll of retail margins suggests that greater attention 
should be focused on this problem. 

Many chapters have been entirely rearranged and greatly enlarged, par- 
ticularly the chapters on standardization, wholesale auctions and future 
trading. The following new chapters have been added: “Market functions,” 
“Storage,” “Market news,” “Market finance,” “Market risk,” ‘“Advertis- 
ing,” “The state and marketing,” and “Farm relief.” Codperative market- 
ing is now given two long chapters (pages 525 to 575) whereas formerly 
one chapter sufficed. The chapter on market finance is significant as an in- 
dication of the growing importance of finance in agricultural marketing. 
The short chapter on advertising suggests that the advertising of farm 
products must largely be done through coéperative organizations. 

The two chapters on codperative marketing are of particular significance. 
When Weld’s book was first published, codperation was in a germinal stage 
in this country. It has now grown to be a luxuriant plant and Clark and 
Weld provide an excellent critical discussion of this development. The 
authors hold that “the ‘codperative spirit’ we formerly heard so much about 
is apt to be the result of economic endeavor rather than the cause of it 
(p. 574). Codperation is not looked upon as an easily attained millennium, 
but as a hard fought for competitive achievement. 

The chapter on farm relief is largely concerned with the operation of 
the Agricultural Marketing act. The authors hold that it is a “natural” and 
“justifiable” criticism of the act that the Farm Board is empowered to loan 
money to codperative associations in such ways as to assist “‘in the exterm' 
nation of the middlemen who normally deal with the farmer” (p. 682). 
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The authors state, “It is extremely doubtful whether permanent good can 
del Lit. come from subsidizing a particular form of business organization at the 
expense of another which has developed out of trade experience over a 
period of many years.” This statement is in full accord with the general 


_ point of view of the individualistic American business man. And yet is not 
> Land. governmental assistance to agricultural codperatives an application of the 
Parey protection to infant industry argument? In referring to opposition to the 

S Federal Farm Board, mention is made of the condemnation of the Agri- 

in the cultural Marketing act by the American Bar Association (p. 633). A foot- 
note, indicating that the source of the information was the New York Times, 

gencies explains that it was a minor committee. As a matter of record, the American 
r work. Bar Association held that the minor committee had no jurisdiction to ex- 
Weld. press an opinion relative to this proposition and refused to take any action 

s these with reference to either the Agricultural Marketing act or the Farm Board. 
mately It does not seem to the reviewer that the authors give enough credit to 
oresent the Farm Board for assisting in the stabilization of commodity prices dur- 


to the ing the economic depression. The Farm Board came to the scene at a time of 
great economic disturbance. It was forced to make major decisions without 
time for adequate study. The treatment of the authors’ seems to the re- 


orking viewer to be more critical than friendly. They say: “. . . so-called farm re- 
keting lief of the type now in operation tends to perpetuate an unsound economic 
ng ex- condition, rather than to cure it.” Perhaps the authors are under-estimating 
state- the sound element in the Agricultural Marketing act and are focusing at- 
feeling tention too much on the efforts which have been made towards stabiliza- 
£ it be tion. If the board can develop into a non-partisan economic body, it may 
1 wide well serve to promote long-time agricultural planning. 
ention In general, the treatment is clear and the material well organized for col- 
lege class work. Sixty-two tables and 30 figures are used for illustrative pur- 
|, par- poses. Copies of the Agricultural Marketing act, and the Memorandum of 
future Understanding between the Federal Farm Board and the Federal Inter- 
ions,” mediate Credit Banks are given as appendices. The index is comprehensive 
rertis- and serviceable. 
arket- Joseru G. Knapp 
merly Cont, E. A. La liquidacién del “pool” central canadiense. Ser. B, no. 12. 
= (Buenos Aires: Confed. Argentina del Com., de la Industria y de la Pro- 
duccién. 1931. Pp. 20.) 
farm Haypen, F. World cotton crops: a treatise. (Houston, Texas: Carroll Print- 
ing Co. 1931. Pp. 28.) 
a Rowe, J. W. F. Studies in the artificial control of raw material supplies. No. 
— . “— coffee. (London: London and Cambridge Econ. Serv. 19382. 
p. 90. 
Ba ¥ A valuable intensive study of the efforts of the Brazilian government 
if it” during recent years to control the production of coffee. Studies of sugar 
te and rubber have previously been made. 

; Serine, M. Agricultural depressions and agricultural tariffs. Extracts trans- 
1 Hermann. (Washington: Soc. Sci. Research Council. 1931. 
, p. 41. 75e. 

ae Serpiert, A, La guerra e le classi rurali italiane. Storia econ. e soc. della 
oor guerra mondiale, ser. ital. (Bari: G. Laterza. 1930. Pp. xvi, 503. L.70.) 
32), Simoncetu1, D. L’interesse della collettivita nella nuova legislazione miner- 


aria. (Rome: Stab. Tip. Castaldi. 1930. Pp. 96. L.7.) 
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Tassinari, G. La distribuzione del reddito nella agricoltura italiana. (Pia. 
cenza: Fed. Ital. Consorzi Agrari. 1931. Pp. 298. L.45.) 
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Calif.: Food Research Inst. 1932. Pp. xxi, 658. $4.50.) 

Wosew6nzx1, F. A world farmers’ federation: an international wheat grow. 
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The agricultural situation in 1930-31. Economic commentary on the inter. 
national yearbook of agricultural statistics for 1980-81. (Rome: Inter. 
national Inst. of Agric. 1932. Pp. viii, 426.) 

Annali dell’osservatorio di economia agraria per la tascana della R. Accademia 
dei Georgofili di Firenze. Vol. I. (Firenze: Ist. Naz. di Econ. Agraria. Pp. 
687.) 

The competitive position of coal in the United States. (New York: National 
Industrial Conference Board. 1931. Pp. xvi, 288. $3.) 

Does the importation of Philippine coconut oil injure the American farmer? 
(Buffalo: Spencer Kellog and Sons. 1982. Pp. 28.) 

Empire Marketing Board: Report of proceedings of the imperial sugar cane 
research conference, London, 1931, (London: H. M. Stationery Office. 2s. 
6d.) 

Equality for agriculture: the foundation program. Vol. I, no. 1. (Freeport, 
Ill.: Rawleigh Foundation. 1932. Pp. 26.) 

List of publications, Bureau of Mines, 1910-1981: with an index by subjects 
and authors. (Washington: Supt. Docs. 1982. Pp. 241.) 

New Zealand: statistical report on the agricultural and pastoral production 
of the Dominion for the season 1930-31. (Wellington: Census and Statistics 
Office. 1932. Pp. viii, 34. 2s. 6d.) 

Wheat studies. Vol. VIII, No. 4. Economic nationalism in Europe as applied 
to wheat. (Stanford Univ., Calif.: Food Research Institute. 1932. Pp. 261- 
276. 50c.) 


Manufacturing Industries 


American Industry in Europe. By Franx A. SourHarp, Jr. (Boston: 
Houghton Mifflin. 1931. Pp. xv, 264. $38.00.) 

This volume, the Hart, Schaffner and Marx prize-winning essay of 
1930, abundantly maintains the high standards of excellence that we 
have come to associate with this series. 

Notwithstanding many difficulties as, for example, the assembling and 
verification of data, oftentimes widely scattered, sometimes unrelated, 
and occasionally quite inaccessible, Dr. Southard has succeeded in dis- 
pelling much of the mist of uncertainty which has obscured the true 
extent and character of American industrial enterprise in Europe. He 
has undertaken to describe the principal aspects of the migration of 
American industry to Europe. Successively, in his five chapters, he has 
dealt with the external form or medium through which American com- 
panies have carried on their European activities; with the present extent 
of American participation in the industrial life of Europe; the various 
motives which have induced many American firms to establish, in varying 
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degree, their own production and sales organizations in Europe as a 
qbstitute for the simpler practices of exporting; the more technical 
problems involved in organizing and operating European subsidiaries ; 
and finally with certain questions of a general nature growing out of the 
invasion of Europe by American industry. 

Contrary to the popular notion which is quite prevalent, the American 

practice of establishing some form of industrial organization in Europe 
‘s not a result of the World War. The author cites the case of the 
Tiffany Company which opened a store in Paris in 1850, followed a few 
years later by the Pullman Company. 
But it was the two decades just prior to the opening of the present century 
which saw a startling development: the export of capital in significant 
amounts by American corporations for the establishment of European plants 
and sales organizations, at a time when the United States was steadily im- 
porting capital. In this period the American meat packers, the Standard 
Oil Company, the Eastman Kodak Company, the Worthington Simpson 
Company, the American Radiator Company, the Western Electric Company, 
the National Cash Register Company, the Singer Sewing Machine Company, 
the General Electric Company—to name only a few—established plants 
in Europe which in almost every case are still actively operating. By 1900, 
28 American-owned manufacturing plants alone were located in Europe 
while during the first decade of this century almost 50 additional factories 
were established there by American companies. 

On the eve of the World War therefore the number of American 
corporations already actively engaged in European production was quite 
large. Such names as Woolworth, Singer, Kodak, and Standard Oil had 
become thoroughly familiar to European ears. Following the war, with 
its impetus to the creation and heightening of tariff barriers, this trend 
was encouraged. So much so, that “the number of American companies 
finding their way to Europe increased astoundingly, until in 1929 some 
28 countries had within their borders over 1,800 companies or organiza- 
tions either owned by or under the influence of American corporations.” 

However, Dr. Southard is at pains to warn the reader that the exis- 
tence of a high tariff abroad, though a powerful factor, is after all but 
one only among many motives urging American industrialists to invade 
Europe. As he points out (on p. 118) high tariffs may indeed be avoided, 
but there are other considerations as well which demand attention. Thus, 
“shorter hauls, lower wages and cheaper raw materials secured; lower 
taxes gained through foreign incorporation; intercontinental services 
completed; national peculiarities of consumers catered to; patents and 
processes more easily exploited; influence secured among organized 
groups of European producers—these and other advantages may con- 
ceivably explain the migration.” 

Of special interest is the chapter in which the author discusses the 
organization «nd operation of European subsidiaries. It would be a fatal 
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mistake for the American company to reproduce its American orgaji- 
zation unchanged in Europe. 

The volume under consideration, as already suggested, is a thoroughly 
scholarly piece of work. The great mass of information contained therein 
is well arranged and coérdinated. 


4 
Tueopore H. Boces 
Stanford University 
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McCautuvm, E. D. The iron and steel industry in the United States. (Lon- 
don: P. S. King. 1931. Pp. 333. 12s. 6d.) 

While the manufacture of iron and steel is for the most part a large- 
scale industry, it is by no means confined to the output of “tonnage” prod- 
ucts. Many of the so-called “special steels” are produced in limited amounts 
with labor a relatively large item in the cost of manufacture. McCallum’s 
book is essentially a treatment of “tonnage” production. Some discussion 
of the output of high-grade castings and “special steels” would have con- 
tributed to the reader’s understanding why certain industries have not 
shown a tendency to become highly integrated. It would also serve to ex- 
plain why some independent concerns of small or moderate size show larger 
net returns on investment and output than do some of the larger and highly 
integrated organizations (pp. 171-172). 

Aside from the failure to differentiate the two classes of iron and steel 
products, McCallum’s discussion is a fine treatment of the economic and 
social importance of the iron and steel industry of the United States. His 
discussion of the general structure of the industry, the movement toward 
consolidation, the marketing of output, and the relationship of employers 
and employees is sound. With respect to the last the author’s analysis of 
the composition of labor in the industry, of wage rates and prevailing con- 
ditions of labor, employee stock ownership, and general welfare work is 
excellent. Furthermore, the book is well supplied with statistical tables and 
charts. 

While the author does not ignore the much debated question of how far 
organization contributes to industrial stabilization, it may be questioned 
whether sufficient emphasis is given to this aspect of the consolidation move- 
ment. Mr. Carnegie’s oft-quoted statement that “steel is either prince or 
pauper” reveals an influence looking for some industrial control which in 
the judgment of the reviewer has been especially potent in this industry 
and has been something more than a mere striving after monopoly gains. 
Price stabilization has in some measure been achieved, and it is not im- 
probable, at higher levels than manufacturing and marketing costs warrant. 
It is also true that industrial fluctuation on the average has increased rather 
than diminished with this stabilizing of prices. The fact, however, remains 
that the price stabilization which resulted after the formation of the United 
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States Steel Corporation was itself instituted largely in an effort to stabilize 
an industry. 
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Transportation and Communication 


The 1.C.C. vs. Class I Railroads of the United States. By Horatio L. 
Wuirrince. (New York: Simmons-Boardman Pub. Co. 1981. Pp. 
174. $1.50.) 


Early in 1931 Mr. Whitridge, a Baltimore bond salesman, experienced 
great difficulty in inducing his customers to purchase railroad securities, 
and accordingly he decided to make a study, with the aid of his firm’s 
research staff, of the railroad situation. The results of his study are 
embodied in this book, which is a severe indictment of the policies of the 
Interstate Commerce Commission. 

The author emphasizes the dependence of the public upon railway 
transportation. In 1929, despite the inroads of other transportation 
agencies, the railroads handled more than three-fourths of the total 
freight movement within the United States. And this service was rendered 
to the public at a low cost. The author, basing his conclusions on studies 
of the Interstate Commerce Commission and the Bureau of the Census, 
finds that the total cost of railroad transportation represents on the 
average only 7 per cent of the wholesale price of commodities; and that 
on a per capita basis the total railroad bill for 1929, both passenger and 
freight, was approximately 14 cents per day, or about the price of a 
package of cigarettes. To show that the service was of high quality he 
quotes Commissioner Lewis, of the Interstate Commerce Commission, 
who stated in January, 1931, that railroad service was then “adequate, 
dependable, fast and safe”; and Commissioner McManamy, who stated 
that the Commission’s records made it clear that the railroads were 
rendering efficient service. 

And what about the financial condition of the railroads, “the undis- 
puted leaders in the field of mass production of cheap transportation?” 
This condition is now highly precarious, as all are aware. The seriousness 
of the situation was laid before the Interstate Commerce Commission in 
July, 1931, by a committee representing the life insurance companies and 
mutual savings banks, and by another committee representing the na- 
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tional banks and trust companies. The petition of the first committe 
stated that of the 67 largest railroads in the country, comprising 91 per 
cent of the mileage and receiving 95 per cent of the gross revenue of 
Class I railroads, only 35 had had sufficient net income in recent years to 
qualify their bonds as legal investments for savings banks in New York: 
and that unless conditions were immediately corrected the bonds of 2) 
of the 85 were certain to be removed, early in 1982, from the New York 
legal list for savings banks. The petition of the second committee de 
clared that the collapse of railroad credit was of such magnitude as to 
threaten the very integrity of the transportation system of the nation, 
If, says the author, because of this situation the investors in railroad 
securities “shall fold their tents like the Arabs, and as silently steal 
away,” the loss of today will fall on the widows and orphans, but the 
loss of tomorrow will fall on industry. 

The seriousness of the railroad situation is generally conceded; but 
who, if any one, is to blame? The author blames the Interstate Commerce 
Commission. He concedes, of course, that the depression in industry is 
partly responsible for the present critical condition of the railroads, 
but he maintains that they would not now be in such a parlous state had 
the Commission during the period since the passage of the Transporta- 
tion act obeyed the clearly expressed mandate of Congress. The Trans- 
portation act directs the Commission to initiate and establish rates that 
will enable the railroads to earn a fair return on the value of railway 
property; but the Commission has ignored this direction. In 1920 the 
Commission tentatively fixed the value of the railroads’ property at 
$18,900,000,000, and in 1922 it fixed the fair rate of return at 5.75 per 
cent; and it thereby indicated that the fair return was $1,086,750,000 
annually. In fact, however, the average net operating income of the 
railroads during the years from 1921 to 1930 was only $1,001,000,000, 
so that the rate structure in force during this period resulted in the 
railroads’ receiving some $850,000,000 less than the Commission itself 
regarded as fair. And this was the situation without taking into con- 
sideration the $6,203,000,000 of additional capital that the railroads 
invested in their properties during this same period. If this additional 
investment be added to the Interstate Commerce Commission rate base 
(as it should be, of course), the railroads received during 1921-1930 
only 4.55 per cent on the Commission base figure, instead of 5.75 per 
cent (6.00 per cent during 1920-1922), or $2,574,000,000 less than they 
were entitled to, according to the Commission’s own findings. Though 
the period from 1921 to 1980 was, on the whole, one of great prosperity, 
the railroads did not earn as much as 5.75 per cent on the Commission 
rate base during a single year within this period. 

The author maintains that the Commission’s policy is to establish the 
rate structure at the “lowest possible level” that will keep the railroads 


19 
dec 
tré 
de 
of 
wi 
me 
WI 
th 
as 
T 
h 
fl 
t 
t 


[ June 


AMittec 
91 per 
‘nue of 
Pars to 
York: 

of 2] 
York 
fee de 
> as to 
ation, 
ilroad 
steal 
ut the 


1; but 
merce 
try is 
roads, 
e had 
orta- 
‘rans- 
that 
ilway 
0 the 
ty at 
per 
),000 
f the 
,000, 
the 
itself 
con- 
oads 
onal 
base 
| 930 
per 
they 
ugh 
rity, 
sion 


the 
ads 


1932] Transportation and Communication 807 


«alive’? in plain disregard of the fact that the Transportation act 
declares it to be the policy of Congress to “foster and preserve” rail 
transportation in “full vigor.” He states that the Commission in its 
decision in the Fifteen Per Cent Case gives no indication of any feeling 
of responsibility for having failed to foresee the inevitable crisis that 
would result, sooner or later, from its restrictive policies; and he asserts 
most emphatically that the railroads must and shall be supported. Other- 
wise sufficient capital will not be attracted to the railways to enable 
them to furnish “adequate transportation,” and a breakdown of service, 
as in 1920, will inevitably be experienced. 

The reviewer recommends this book to students of transportation. 
Though the arrangement of the numerous topics discussed is more or less 
haphazard, and the treatment is sometimes unduly critical and even 
fippant, none the less the author has assembled a great deal of inter- 
esting material bearing on the present plight of the railroads, and has 
made it quite clear that the railroads will be unable in the future to give 
the high grade of service that the shippers have come to expect unless 
they are permitted to realize greater net earnings. And this means that 
the Interstate Commerce Commission must pursue a more generous 
policy, if not in depression years, at least in prosperous years, so that 
reserves can be built up as a protection against recurring periods of 
declining traffic. 

Exiot Jones 

Stanford University 


The Economic Uses of International Rivers. By Hersert ArTHur 
Smiru. (London: P. S. King. 1931. Pp. ix, 224. 10s. 6d.) 

Because the author is professor of international law in the University 
of London, this volume appears at first glance to be a monograph in 
international law; but the reader with economic interests will be re- 
warded if he persists. The lawyer-author introduces economic and geo- 
graphical issues on the ground that experience has shown attempts to 
solve river problems by dogmatic insistence upon abstract legal principles 
to be either futile or mischievous. Changes in personal habits, the prog- 
ress of science and invention, and developing commercial and economic 
organization have altered the economic uses of rivers in general; then he 
mentions some of the difficulties which have grown out of such changes, 
particularly with reference to international waterways. Necessarily new 
interests and new rights have arisen which cannot be solved by the tra- 
ditional rules of international law, if indeed such rules exist, but require 
anew set of rules evolved by the study of the various economic, political, 
diplomatic and geographic experiences of the past and the lessons which 
the past provides. 

Chapter 8 is concerned with reviewing briefly some 14 controversies 
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arising over the economic uses of international or interstate waterways, 
and takes over half of the volume. Of this number 8 are drawn from the 
United States, the Boulder Dam and the St. Lawrence Waterway pro}- 
ects being the most important. In the summaries as outlined the ecop- 
omist can probably find much to criticize. Many would take violent 
exception to the statement made on page 94, while discussing the St. 
Lawrence project, to the effect that “the American railways find dif- 
ficulty in handling the volume of traffic.” Likewise it is doubtful if the 
brief bibliographical notes following each of the 14 projects discussed 
in chapter 3 of themselves would satisfy the economist that the author 
presents an adequate economic portrait of the project discussed. But 
for his purpose it is perhaps unessential. The study of the projects 
indicates clearly that (1) the main problem presented by the economic 
development of international rivers is not so much the formation of legal 
rules as the constitution of authorities to settle disputed questions and 
(2) the commission form of settlement has been successful in numerous 
instances. 

The author proceeds to discuss in chapter 5 the advisory, administra- 
tive, judicial, and arbitral functions of international waterways tribu- 
nals. Emphasis is placed upon the work of the “International Joint 
Commission” set up in 1909 with certain preventive and remedial func- 
tions in connection with the boundary waters between the United States 
and Canada. Professor Smith believes that the practical value of com- 
mission procedure is well established but acknowledges its limitations. 

Chapter 6 discusses “The relation between navigation and other uses.” 
In conclusion, ten principles are cautiously advanced: (1) International 
rivers should be developed to render the greatest possible service to the 
whole human community; (2) no state is justified in unilateral action 
which causes or threatens harm to another riparian state; (8) no state 
is justified in opposing the unilateral action of another state which 
neither causes nor threatens appreciable injury to the former; (4) in 
cases promising great benefit to one state and minor detriment to an- 
other, the latter should acquiesce, subject to full compensation and 
provisions for future security; (5) if proposed employment of waters 
by one state promises vital injury to another, the latter is justified in 
opposition but should regard the dispute as justiciable; (6) differences 
over technical matters not agreed upon should be referred to technically 
qualified international commissions; (7) if problems arising are likely to 
be frequent, permanent international commissions should be established: 
(8) the history and circumstances of each river system may be considered 
in determining the precedence of economic uses; (9) it is the general 
duty of riparian states to consult freely with one another; (10) the 
principles suggested do not imply any diminution of state sovereignty; 
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they indicate only that in certain cases the unilateral exercise of power 
may be regarded as an unfriendly and improper act. 

With the foregoing conclusions the economist may well agree, subject 
to the qualification that they are not to be regarded as effective law 
until they are established by the consent and practice of states. At such 
atime only is codification possible. 

Lesurz A. Bryan 

Syracuse University 


NEW BOOKS 

Le Trocquer, Y. La route et sa technique. (Paris: Alcan. 1931. Pp. viii, 118. 
12 fr.) 

Deals with roads and highways and the service they render in communica- 
tion. 

Mason, E. S. The street railway in Massachusetts: the rise and decline of an 
industry. (Cambridge: Harvard Univ. Press. 1932. Pp. xvii, 222. $3.) 
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Suiru, J. B. Some phases of fair value and interstate rates. Univ. stud. no. 6. 
(Baton Rouge: Louisiana State Univ. Press. 1931. Pp. 101.) 

Interstate Commerce Commission: forty-fourth annual report on the statistics 
of railways in the United States for the year ended December 31, 1930, 
including also selected data relating to other common carriers subject to 
the Interstate Commerce act for the year 1930. (Washington: Supt. Docs. 
1932. Pp. ix, 276.) 
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The World’s Struggle with Rubber, 1905-1930. By James Cooprr 
Lawrence. (New York: Harper. 1931. Pp. vii, 151. $3.00.) 


More historical than economic, but embodying both history and 
economics, and written in colorful style with an unusual eye to drama, 
this book should go far toward imparting to the American public some- 
thing of the spirit of romance which is so associated with rubber that it 
affects nearly everyone connected with the industry. 

This dramatization of rubber history may prove to have given 
certain characters too heroic a réle, and to have underrated others; but 
it is historically accurate in major facts. Those conversant with the 
facts will, it is believed, find it meets the author’s hope of “a record 
revealing not only normal academic objectivity but also a living apprecia- 
tion of the men who have made the story” and justifies his final statement 
(p. 97) that “even economic history lives only as we realize that men 
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make history.” A creditable roster of individuals active in rubber history, 
particularly during the “restriction-of-exports” period around which the 
plot hinges, may be compiled from this record. The tremendous human 
interest thereby developed is no doubt the direct purpose of the author, 

The lay reader will find in the record almost unbelievable incidents 
which are strictly true, the influence of the proposed International 
Plantation Rubber Company in 1922 (p. 81), the decision of a dying 
British Cabinet to pass the restriction scheme on to their successors a; 
a “fait accompli,” and the effect of 1%o,000 of a British penny in ag. 
gravating the shortage of rubber supplies which caused the high price 
of rubber in 1925. He will gain a conception of some long chances that 
rubber manufacturers have always had to take in dealing with a con- 
modity subject to the most violent price fluctuations. The dependence of 
the United States on far distant and highly concentrated sources of 
supply for a commodity which is an essential component of innumerable 
items in everyday use in our country should leave a lasting impression. 

The trade reader may be inclined to question the alleged differences 
between British and Dutch colonial policy which have led to divergence 
in the extent and nature of native participation in rubber production 
in their colonial possessions, to weigh the probabilities of the outcome of 
the struggle for supremacy between incorporated agriculture and native 
small-holders, and to ponder upon the stimulating prophecies of the 
author, who sees British planters waging a losing fight against more 
scientific estates in Netherlands India. Since British abandonment of the 
gold standard, an eventual Dutch triumph seems less assured than it 
appeared to the author (writing in early 1931). 

Little comfort will be gleaned from this record of events by those who 
favor governmental price controls. No attempt is made to argue the 
general question of regulation versus laissez-faire; the restriction of 
rubber exports is presented as the attempt of a British opportunist to 
capitalize for the benefit of his country on a natural monoply of supplies 
at the expense of its American creditor. The record tells how Brazilian 
success in raising rubber prices in 1905 and 1910 gave an impetus to 
the British and Dutch plantation industry which as early as 1914 re 
duced Brazil to a producer of mere secondary rank. It likewise shows 
how British price fixing during 19283-1928 stimulated competitive Dutch 
production, forced an abnormal development in the American rubber re- 
claiming industry, and was responsible for broadening the scope of rub- 
ber growing operations already begun by American companies and for 
the beginning of new developments in Liberia, the Amazon Valley, and 
the Philippines, which may have even more ultimate importance 
changing the world’s rubber map. As a net result, the author considers 
British colonial supremacy in rubber production as a thing of the past, 
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_ ‘heir attempts since 1928 to regain lost ground merely resulting in con- 
uman fa tantly lower prices for an unwanted and growing surplus of stocks, 
ithor, ae much will finally force out of production the inefficient producers whose 
dents death struggles are now making confusion worse confounded among rub- 

dying The record is not entirely devoid of error ; the Ford Brazilian conces- 
rs a3 sion actually embraces 2,471,000 acres instead of 5,000,000 acres (p. 
n ag. 66); although in 1928 Ceylon was believed to have practically nullified 
price restriction by overassessment (p. 86) of standard production, the actual 
that I output for 1929 and 1930 shows Ceylon never was guilty of overassess- 
com Mam ments the May, 1980, tapping holiday was generally effective in reducing 
rce of ME output of large estates during that month not only in Malaya and 
es of Ma cevlons but also in Netherlands India (footnote, p. 93) although this 
rable was only reflected in shipments during June-July. 

“aa The part played by the Commerce Department in the rubber contro- 
ia versy may never be written in detail. Friends of the then Secretary of 
gence Commerce will find in his October, 1925, speech at Erie, Pennsylvania, 
allen on the subject of “Foreign Combinations to Fix Prices of Imported Raw 
a Materials,” the broad background which was the basis of official interest ; 


ie, and there are those who would assign to his counsel and guidance (which 
£ the unfortunately was followed only when economic pressure forced the 
~ il rubber manufacturers to act in concert) a statesmanlike leadership, 
if the differing from the réle given by the author. The incomplete and inac- 
curate knowledge of the rubber situation by the British government is 


r mentioned (p. 83); the accurate and relatively complete statistical 
he service on rubber made available to the local industry by the Department 
i the of Commerce deserves equal mention. One would expect something in the 
i ol way of a guess as to the probabilities of a future British-Dutch rubber 
at to coalition; but this is a field which has been, perhaps studiously, avoided. 
»plies E. G. Hour 
Washington, D.C. 

us to 

. Effect of the Foreign Market on the Growth and Stability of the 
ae American Automobile Industry. By D. M. Pue.rs. Michigan Busi- 
Jutch ness Studies, Vol. III, No. 5. (Ann Arbor: Univ. of Michigan. 1981. 
vant Pp. iv, 176. $1.50.) 

wubb This monograph presents a competent account of the development 
d for of our automobile export trade. It is far more attractively written than 
and most statistical analyses of the sort, and evidences much care in the 
in presentation as well as in the compilation of its data. 

iders Professor Phelps’s central thesis is that, since the rather slight 
past, average yearly increase in output which the American motor vehicle 


industry has enjoyed since 1928 has come entirely from export trade, 
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it is the foreign market to which the industry must look for any future 
growth. In view of the fact that automotive products in recent years have 
constituted from about 12 to 16 per cent of our total exports of senj- 
manufactured and finished products (p. 566), it is of importance to 
analyze the conditions of the continuance or increase of this trade. 

Professor Phelps does so in thorough and interesting fashion. He 
comes to no definite statistical conclusions; but his discussion implies 
an optimism which the reviewer is unable to share. Although the rate 
at which automotive exports have grown since 1921 is much like that at 
which domestic consumption grew from 1918 through 1921, it does not 
necessarily follow that the foreign market “is now in about the same 
stage of development as was the American market some eight to ten 
years ago” (p. 686). Foreign countries, it must be remarked, are in no 
such economic circumstances, either currently or basically, as was the 
United States eight or ten years ago. And the convergence of the two 
semi-logarithmic curves of the chart (p. 687) on which the foregoing 
conclusion as to “stages” is based may portend very little indeed, for 
neither curve is carried beyond the year 1929. The export series of this 
chart, which starts with 1921 and ends in 1929, thus runs merely from 
a major trough to the succeeding major peak, and the curve fitted to 
it can scarcely be interpreted as possessing chiefly secular rather than 
cyclical significance. 

It is perhaps only fair to add here Professor Phelps’s statement that 
the chart “is not presented as exact statistical evidence, yet it does 
serve as a further indication that the foreign market is now in a rela- 
tively early stage of development” (p. 686). But even “indication” here 
seems too strong a word. “Serve as a basis for a guess” would be a more 


accurate phrasing, although I grant that Professor Phelps’s guess may 
be as good as any one else’s. Another point to be noted, and on this the 
author in no way leads one astray, is that, although motor vehicle ex- 
ports (especially of trucks) have grown at a rapid rate of late years, 


they still comprise only 9 to 18 per cent of our annual motor vehicle 
production (p. 568), so that even a doubling of exports would by no 
means solve the knotty marketing problem with which the automobile 
industry is now confronted. 

But although Professor Phelps’s guess as to the future foreign market 
is that it will expand rapidly, he fully discusses the many obstacles to 
such an increase. Among these are tariff duties abroad and at home, high 
taxes in foreign countries, low per capita incomes, ete. Especially good 
is his analysis of the tariff situation. One passage, which appears in the 
excellent chapter on “Production abroad by American automobile 
companies,” might well be made required reading for all members of 
Congress who voted for the Smoot-Hawley bill: “Perhaps European 
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tariff barriers against our automotive products are not only protective 
measures but are reprisals against our tariff schedules which place high 
duties upon their [the European countries’] exportable products. In 
this case it might be said with confidence that our tariff policy is re- 
sulting in the actual migration of a portion of one of our most prof- 
‘table industries to Europe. . . .” (p. 681). And, it might be added, 
leaving a portion of its plant capacity, now useless, at home. 
Ratpu C. Epstein 
University of Buffalo 


Capital Imports and the Terms of Trade: Examined in the Light of 
Sivty Years of Australian Borrowings. By Rotanp Witson. (Mel- 
bourne: Melbourne Univ. Press. 1931. Pp. viii, 111.) 


This volume is the first fruit of a study designed to extend to a 
comparative investigation into the economic effects of capital imports 
in the three Dominions of Canada, Australia and New Zealand. Austra- 
lia, being in relation to her population one of the world’s great borrow- 
ers, is “at once peculiarly adapted for such an investigation and deeply 
affected by the issues involved.” But the statistical difficulties, great 
under any circumstances, are intensified by the failure of the separate 
states prior to federation in 1903 to distinguish between other Austra- 
lian states and overseas countries in their records of imports and ex- 
ports. Dr. Wilson does the best he can with the aid of previous work ort 
the earlier period, and, after discussing the margin of error in the ab- 
solute figures, concludes that the value of his figures for the whole period 
as an index of change is still considerable. His only check being the 
directly recorded state and federal overseas borrowings, he is led to 
estimate also annual capital exports—an item of some importance large- 
ly in virtue of the fluctuating London balances of Australian banks. 

The closely reasoned theoretical chapter whose purpose it is to “con- 
test the accepted views as to the effect on what is currently called 
‘the net barter terms of trade’ of international movements of capital, 
and to question the practical utility of the concept of ‘gross barter 
terms of trade’ ” may be recommended to students of the theory of in- 
ternational trade. The intellectual difficulties analyzed are of a kind 
that are becoming increasingly evident to students of all forms of price 
indexes; and it may not be amiss to suggest that they may yet pro- 
duce excessive scepticism from a practical standpoint. 

The upshot of the analysis in the present connection is that in re- 
gard to capital movements and the ratio of import and export prices, 
no “verification” of theory can be hoped for, since “accurate measure- 
ment even of changes in import and export prices is theoretically im- 
possible where international movements of capital have operated to 
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alter the nature and relative quantities of the commodities included re. 
spectively in imports and exports.” With regard to the effects of capi- 
tal movements on the relation between “domestic” prices and the price 
level of “international” commodities (imports and exports), the the. 
oretical result is still indeterminate, but more positive because “since 
we are dealing only with divergences of the domestic price level -from 
the price levels of imported and exported goods, the unresponsiveness 
of the world prices (of the latter) to local influences does not interfere.” 

It is therefore not surprising that reversion, in the concluding chap- 
ter, to an examination of the statistical data in the light of these re 
sults should yield no facile “verification.” There is, however, “verifica- 
tion” in the negative sense that no correlation is found between the in- 
dex of capital imports and that of net terms of trade; while, on the 
whole, “some verification is found in Australian experience for the propo- 
sition that imports of capital tend to be positively correlated with in- 
creases in the ratio of the ‘domestic’ price level to the price level of 
‘international’ commodities.” But “it is even doubtful whether the op- 
eration of such a tendency can ever be satisfactorily ‘verified’ by resort 
to the inductive method.” It is to be hoped that, in completing his 
larger study, Dr. Wilson will be able to push his theoretical analysis 
still further, and perhaps to enlarge somewhat on its relations to Do- 
minion problems of monetary policy. 

R. W. Souter 


Columbia University 


New Roads to Prosperity: The Crisis and Some Ways Out. By Pavt M. 
Mazur. (New York: Viking Press. 1931. Pp. xiv, 194. $2.00.) 
When a banker, a partner in the investment firm of the Lehman Cor- 

poration, assumes the adventurous réle to assert the power of intellect 

and will in a world of economic devastation, and to essay the task of 
economic salvation, he deserves the gratitude of all his contemporaries. 

Mr. Mazur draws with power and vividness, although he does not ex- 

plain in substance, the causes of our ruin and our cowardice to remedy 

the defects of our system. There is great propagandist advantage in 
simplifying the theme of industry. Before capitalism, we are told, con- 
sumption was the main conscious object of economic activity (was it 
really thus?); and this condition of adjusted consumption and work 
knew no breakdowns. This aim does not exist in our economic system 
of far-flung industrialism, credit, international markets, motivated as 
it is by our “irrevelant aim” of money-making, love of power and 
prestige based on the control of wealth. The result is that the world’s 
stocks of real wealth have become depreciated in terms of the metal 
whose chief practical use is adornment. Mr. Mazur exposes in particu- 
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lar the defects of our credit system that makes no provision for the con- 
sumer, and holds that there is no way out until consumption “receives 
its rightful place in the economic principles and arts of man.” He is 
against “the fetish of Fordism” which involves mass-production with- 
out mass-consumption, mounting costs of distribution and recurrent 
crises. 

The way out, therefore, is not the familiar atomic action of busi- 
ness cutting down production to meet the shrinking demand of the mar- 
ket; the way out is through a collective effort of deliberate stimulation 
of demand. For the immediate future, he advocates a nation-wide cam- 
paign of building construction and slum elimination, financed by a new 
governmental credit machinery and rediscounting of mortgage paper 
by banks. This proposal overlooks our present Treasury difficulties, 
but there is no doubt that industry would be directly and indirectly 
stimulated through a national home-building campaign. Further, by 
way of a long-range plan, Mr. Mazur offers the five-day week without 
decreasing wages, which would increase the consumption activities of 
the masses in their leisure, create a scarcity of labor, and result in 
improved technique without technological unemployment. This measure 
should be compulsorily introduced, by a constitutional amendment if 
state action becomes impossible. He affirms his faith in the installment 
plan of buying, which would stimulate production, and in turn create 
increased purchasing power through wages and savings; this “con- 
sumer paper” if wisely directed should be eligible for discount by the 
federal reserve system. He also urges a more enlightened dividend pol- 
icy on the part of our corporations, consisting in paying out dividends 
in direct relationship to increased production. And, finally, the long- 
range reforms should not overlook the organization of a National 
Economic Council as an investigating and advisory body for industry, 
agriculture, commerce, and banking, on such subjects as tariffs, inter- 
national debts, farm relief, social insurance, wage reductions, banking, 
production methods, and the problems of distribution—with the power 
and authority to allocate production quotas. Among the immediate re- 
forms proposed, as means of removing obstacles standing in the way 
of consumption by our own citizens and outsiders, are the cancellation 
of war debts, tariff revision, the renewal of foreign investment, and the 


repeal of prohibition. Evcense M. Kaypen 


The University of the South 


Struktur und Rhythmus der Weltwirtschaft: Grundlagen einer Welt- 
wirtschaftlichen Konjunkturlehre. By Ernst Wacemany. (Berlin: 
Reimar Hobbing. 1931. Pp. xxvi, 419.) 


It is hardly surprising that the year 1931 saw the publication of 
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the two first books that concentrate on the analysis of the business cycle 
as a world phenom: non. While Bertil Ohlin’s The Course and Phases of 
the World Economic Depression represents a remarkably comprehensive 
(and up to date) study of the present depression, the object of Wage. 
mann’s book is to discover and to give proper weight to the influences 
at work that tend to make the fluctuations of business activity an jn. 
ternational problem. 

In the face of the commonly recognized world-wide scope of the pres. 
ent depression it should be remembered that Dr. Thorp’s Business An- 
nals provides evidence that since 1790 the diversity of business condi- 
tions in the different parts of the world by far outnumbered the years 
of similarity. Less than two years ago, Mr. Louis H. Seagrave, Presi- 
dent of the American Founders Group, until then considered one of the 
best managed and largest investment trusts in the world, made the 
following statement in his report to the stockholders covering the year 
1929: “It has been demonstrated by generations of experience’ that 
business conditions and security values do not ordinarily fluctuate at the 
same time or in the same direction in the various countries of the world. 
While some are prosperous, some are lagging behind: while some have 
more capital than they can profitably use, others need capital so badly 
that they are willing to pay liberally for it even on good security. 
Thus at the time of the sharp break in American security prices the 
American Founders group was able to bring home from Europe and 
other foreign countries certain of its funds for investment here.” 

Dr. Wagemann begins with a classification of the four different types 
of economic society whose simultaneous existence account for our “world 
economy.” These four types are: 

(1) Free economy based on production for use (Freie Bedarfswirtschaft). 

(2) Free economy based on production for profit (Freie Ertragswirt- 
schaft). 

(8) Organized economy based on production for profit (Gebundene 
Ertragswirtschaft). 

(4) Organized economy based on production for use (Gebundene Bedarfs- 
wirtschaft). 


Type 1 is represented by the self-sufficient farming communities of 
Eastern Europe or of Mexico; type 2 by capitalism in the Adam Smith- 
ian concept; type 3 by state capitalism (Germany), and type 4 by a 
communistic economy (Russia). 

Each of these four types again can represent four different degrees 
of capitalistic intensity, “capitalistic” this time referring not to the 
organization but to the technique of production and distribution. The 
“intensity classification” distinguishes non-capitalistic (Siberia), new 

*Mr. Seagrave was referring to the successful experience of the Scotch and Eng- 


lish investment trust, that for generations had practised the international shifting 
of funds from country to country with booming markets. 
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capitalistic (China, India), half capitalistic (Australia, Canada), and 
high capitalistic (United States, Germany) technique. The chapters 5-7 
analyze the business cycle phenomena in the four types of economic so- 
ciety and under the four types of intensity of technique. 

It may be regarded as the outstanding contribution of Dr. Wage- 
nann’s book to have called attention to the interflow of goods, serv- 
ices, capital, and labor between nations as the natural consequence of 
he capitalistic intensity of the different countries. The question natur- 
ally arises whether this difference is decreasing and bound to diminish 
ytil international trade has lost one of its main causes. Do the im- 
provements in the technique of communication tend to facilitate the 
nterflow of goods, capital, and labor enough to offset the diminishing 
jiferences in capitalistic intensity? How does the secular trend of 
yorld trade since 1840 compare with Snyder’s and Cassel’s calculations 
of American and European trends of production and consumption in- 
dices? Is world trade declining until the state of general national self- 
sufliciency is reached? The progress in the natural sciences certainly 
tends to reduce the exchange of goods; the invention of rayon, artificial 
fertilizers, synthetic rubber, and the hydrogenation of coal diminish the 
international interdependence of the different countries. 

The discussion of these problems is only the approach to the real 
object of Dr. Wagemann’s book: the discovery of the laws governing 
the rhythm of the fluctuations of the world economy. Based on Kon- 
dratieff’s conception of the “long waves,” Dr. Wagemann interprets the 
world’s recent economic history as periods of expansion alternating with 
periods of stagnation. 


Periods of expansion Periods of stagnation 
1690-1720 1720-1730 
1730-1763 1763-1790 
1790-1815 1815-1845 
1845-1873 1873-1895 
1895-1920 1920-? 


Periods of expansion are characterized by rising prices and rapidly 
increasing production, factors that do not fail to influence the mental 
attitudes of nations, resulting in imperialistic tendencies, that may 
ultimately lead to war. In periods of contraction the price level is fall- 
ing or at best holding its own; scepticism prevails, social reforms or 
even revolutions attack domestic maladjustments. The entrepreneurs 
in periods of expansion like to have governmental actions reduced to 
4 minimum, while in periods of contraction they are believers in pro- 
tection and planning. Since protection in all its forms of economic na- 
tionalism tends to disturb international relations, a decline in world 
trade follows which in turn intensifies the depression in the individual 
countries, 

The severity of the present world depression is thus explained by 
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the coincidence of national depressions in a long wave of world Stag. 
nation with the adjustment of international trade to recent changes jn 
the “capitalistic intensity” of the different nations. Dr. Wagemann hold; 
that the “long waves” and the “business cycle” are not phenomena of 
a specific capitalistic nature. Even an organized economy (gebundene 
Wirtschaft) would have to reckon with these phenomena. The fluctua- 
tions in the world price levels and production indices, however, will be 
lessened if the capitalistic intensity of production in the different coun- 
tries will be more evenly developed than is the case today. 
Rosert WEIDENHAMMER 
University of Minnesota 
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Bente, H. Kapitalabwertung und Wirtschaftskrise. (Tiibingen: Mohr. 1939, 
Pp. 24. M.80.) 

Cannan, E. Balance of trade delusions, Barnett House papers, no. 15. (Lon- 
don: Oxford Univ. Press. 1931. Pp. 17. 1s. 6d.) 

“It is the immense volume of silly talk about the balance of trade which 
has emerged from the highest quarters both of the political and the busi 
ness world which has convinced me that we economists have hitherto com- 
pletely failed in our duty to make this matter clear to the public.” In his 
characteristically forceful manner Dr. Cannan tries to explode the “three- 
hundred-year-old superstition that the balance of trade must be watched 
over and kept right by Parliament.” 


R.E.F. 


Coxarusso, A. La clausola della nazione piu favorita. Breve studio con parti- 
colare riguardo alla sua applicazione nei trattati di commercio del dopo 
guerra. (Padua: A. Milani. 1930. Pp. viii, 86. L.13.) 

Hawrtrey, R. G. Trade depression and the way out. (New York: Longmans 
Green. 19381. Pp. viii, 83. $1.) 

Jack, D. T. International trade. (London: Pitman. 1981. 2s. 6d.) 

Leacock, S. Back to prosperity: the great opportunity of the Empire Con- 
ference. (New York: Macmillan. 1932. Pp. 108. $1.25.) 

This book sketches, in a light vein, what the author hopes may come from 
the Imperial Conference, mecting in Ottawa in July of this year. Its theme 
is that intra-empire trade should be stimulated by a tariff wall round the 
empire, encouraging not so much bilateral, as trilateral and quadrilateral, 
trade between the countries concerned. His remedy for the confused cur- 
rency and exchange rate situation is a restoration of the gold standard with 
the pound sterling and Canadian dollar revalued at a lower gold price, and 
a more extended use of silver as a reserve against note issue. And “the final 
object to be achieved is the economic unity of the Empire . . . so conceived 
as to make its resources and its industrial power the common asset of all its 
people” (p. 107). 

The general public has probably never been more concerned with eco- 
nomic affairs of national and world-wide scope than it is today. Thus it 
becomes economists, who attempt to write for the edification of this public, 
to be particularly painstaking in their analysis, particularly precise in their 
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expression, and particularly unprejudiced in their recommendations. It 
is, therefore, not without concern that we discover the head of the economics 
department of a university, which ranks among the foremost in Canada 
and on this continent, making the following statements: 


“What is advocated is the institution—at once, since it is an easy matter 
_of an Empire tariff of (say) ten per cent. Inside this can be formulated 
and developed a system of quota trade” (p. 57). 

“We (Canadians) must start with the plain understanding that our mar- 
ket for manufactures is our own. Neither the Empire nor the foreigner can 
have anything more than a supplementary share of it” (p. 36). 

“In point of arable land Canada alone has already produced a year's 
crop of half a billion bushels and could certainly multiply it by five to one” 

Dp. 24). 

ORere is ample room in the British market for the protected British 
farmer and for the farmers of the Dominions as well. All that is needed is 
to shut out the foreigner, or even part of the foreigners, letting in those 
like the Argentinos who could give good trade openings in return. Of the 
consumer we need take no account. The man is dead” (p. 89). 

“It is urged that the various parts of the Empire should join in an em- 
bargo on all trade with Russia, both of buying and selling” (p. 106). 

“No able-bodied man should be allowed to live on the charity of others 
from day to day, from year to year, as they have in England. Work! If there 
was nothing else to do they should be made to walk round in a ring, or pile 
stones, or play the ukelele—anything to assert the principle of work” 
(p. 72). 

Thus, in Professor Leacock’s hands, political economy is no longer “a 
dismal science.” 


A. F. W. Piumprre 


Mazzei, G. Politica doganale differenziale e clausola della nazione piu favor- 
ita. (Firenze: Seeber. 1930. Pp. xvi, 603. L.60.) 

Napouitano, G. I magazzini generali in regime corporativo. (Rome: A. Sam- 
paolesi. 1931. Pp. 68. L.8.) 

Oppycxe, J. B. The English of commerce. New ed. (New York: Scribner's. 
1932. Pp. 491. $2.) 

Répxe, W. Weltwirtschaft und Aussenhandelspolitik. (Berlin: Industriever- 
lag Spaeth & Linde. 1931. Pp. 105.) 

This study presents a concise summary of the complex problems of inter- 
national trade and commercial policies. Without complicating the presen- 
tation with a discussion of controversial political aspects, the author devotes 
himself to a treatment of the essentials of foreign trade, world economics, 
international labor division, balance of payments and international move- 
ments of capital. In his discussion of protection he distinguishes between 
“untenable” and “disputable” arguments. An admirable chapter on the 
practical aspects of international economic policies, including the instru- 
ments of economic nationalism and protection other than tariffs, makes a 


fitting conclusion for the brief but thorough presentation. 
Joun R. Mez 


Scuréper, P. Die Uberwindung der Wirtschaftskrise durch den Plankapi- 
talismus. (Jena: Fischer. Pp. v, 180. Rmk.8.) 
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Annual statement of the trade of the United Kingdom with foreign countrie 
and British countries, 1930, compared with the years 1926-29. Vol, IV, 
(London: H. M. Stationery Office. £1. 7s. 6d.) 


Accounting, Business Methods, Investments and 
the Exchanges 


Brokers’ Loans. By Lewis H. Haney, Lyman S. Locan, and Heya; 
S. Gavens. (New York: Harper. 1932. Pp. x, 244. $5.00.) 

This work results from more than a year’s research by staff men- 
bers of the New York University Bureau of Business Research, and 
the first book to be devoted exclusively to the study of brokers’ loans, 
It is to be regretted that its authors failed to investigate more thor- 
oughly the soundness of some of their basic assumptions concerning the 
origin of brokers’ loans. Instead they accept without question the popv- 
lar theory that a loan arises when a broker has to pay out cash for 
one of his customers and presume that a disbursement of cash is nec- 
essary whenever a customer buys stocks on margin. Hence, brokers’ loans 
are said to increase (1) with increases in the number of marginal buy- 
ers, (2) with increases in the number of shares bought on margin, (38) 
with increases in the average prices of stocks bought on margin, and (4) 
with decreases in the credit balances of speculators. This last, they 
point out, may result either from the purchase of additional stocks 
on margin or from withdrawals of funds from brokerage accounts; but 
no data are presented to suggest what portion of borrowings ordi- 
narily result from factors (1), (2), and (8) and what portion from 
withdrawals of cash by customers. Apparently, however, marginal buy- 
ing is considered the more important, for the authors point out later 
that the total of brokers’ loans is increased if the sellers use the proceeds 
of their sales to purchase more stocks on margin instead of withdraw- 
ing the funds. Readers could accept these conclusions more readily had 
the authors supported their opinions with a few statistics secured from 
individual brokerage establishments or from the Stock Clearing Cor- 
poration. 

Several chapters of the book are devoted to making statistical com- 
parisons of the totals and various sub-totals of brokers’ loans with 
stock prices, security issues, and bank ratios, apparently for the pur- 
pose of deriving normal relationships. The authors state, for example, 
that a ratio of Stock Exchange brokers’ loans to member bank brokers’ 
loans greater than 120 is indicative of a dangerous speculative situa- 
tion. Many such norms are stated in the earlier chapters. A comparison 
of the upward and downward movements of stock prices and of brokers’ 
loans over a period of years seems to indicate to the authors that stock 
prices are the chief factor governing brokers’ loans. Since at times when 
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divergences existed in the movement of stock prices and brokers’ loans, 
changes in loans correlated closer with changes in volume of trading 
than with changes in new security issues, it was concluded that the 
former has more influence on total loans than the latter. 

The authors attempt in chapter 7 to estimate changes in demand 
and supply of funds by means of Haney’s P/V line. To do this an aver- 
age of stock prices weighted by shares traded was used as an index 
of marginal buying and hence as a measure of the demand for loans. 
For instance, if the interest rate rose when the index of marginal buy- 
ing remained constant, a decline in the available supply of funds was 
inferred to have caused the rise in interest rates. The accuracy of this 
type of analysis must depend upon the degree to which changes in the 
demand for loans are adequately measured by changes in an index 
of marginal buying. Nevertheless, Haney’s P/V line presents a con- 
venient device for distinguishing the effects of the supply factors from 
those of the demand factors in the money market. The authors subscribe 
to the belief that speculation diverts credit from other business, that 
loans by others are fraught with danger, and that some type of con- 
trol of speculative loans is desirable and possible. They suggest, how- 
ever, that any plan of control adopted should be inaugurated during 
a period of depression. 

The work might be criticized for its tendency to impute causal re- 
lationships wherever a high degree of correlation was found to exist. 

Wirrorp J. Erreman 

Albion College 


The Lawful Pursuit of Gain. By Max Rapin. (Boston: Houghton Mif- 
flin. 1931. Pp. 144. $1.25.) 


A distrust of commerce and a poor opinion of merchants are among 
the oldest and the newest of intellectual phenomena. Away back in the 
pre-Christian era a prophet declared, “A merchant shall hardly keep 
himself from wrong-doing and a huckster shall not acquit himself of 
sin.” As late almost as yesterday an inquirer set it down that a certain 
advertisement was “possessed of many merits,” but “truth was not 
among them,” and referred to the label on a packaged ware as doing the 
vicarious lying for the trader. 

The law has been with us for a long while, and the art of acquisition 
isno cultural novelty. It is recorded in solemn books that it is the func- 
tion of the law to keep acquisitive activities within the bounds of so- 
cial tolerance. But the trader’s pursuit of gain has been a rather tur- 
bulent force; and, even with the aid of all the sovereignty it could mus- 
ter, the law has not continued to keep it in subjection. The philosophers 
and moralists, from their seats of detachment, may set up abstract 
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standards of fairness in the conduct of business; but judges, busiej 
with cases made out of the stuff of everyday life, have had to accep; 
the best compromise they could effect. In the higher domain of th 
church, ways have been contrived of serving both God and mammo; 
in the lower sphere of the administration of man’s justice, the bound; 
set to the activities of the hard creditor, the rapacious creditor,.the dis. 
honest vendor, and the unfair competitor have been fixed by what the 
courts could enforce. 

The philosophers would have it otherwise—but the judges have 
brought to the making of the law gross and practical wisdom. The 
verbal coinage which attends a sale passes none too certainly; if it 
is overrefined, business cannot be carried on; and surely a man ought 
not to lose his bargain for a few words. It is—as anyone who has had 
an amateur fling at the problem of value can attest—quite hard to 
set up a standard of reasonable price; judges, hard pressed for reasons, 
have been content to say that a thing is worth what the buyer has 
given for it. Nor are they to be blamed for shielding themselves behind 
the economic wisdom that, if a party to a contract cannot tell what is 
fair to himself, surely a court cannot. It may be that competition is 
the soul of trade, but the soul has its fleshly and earthly elements cling- 
ing to it, to which the courts have accorded a measure of tolerance. The 
law has not accepted the scriptural text, “Let another man praise thee, 
and not thy own mouth; a stranger, and not thy own lips”; nor has 
it, at the expense of the finest of our arts, made of advertising a recital 
of the solid and durable qualities of a ware. On occasion judges, given 
to meticulous exactness, have distinguished mere lies from grosser forms 
of untruth. The law in recent decades—almost by infinitesimal incre- 
ments—has softened and broadened; it has attained the standard of 
“the robust conscience of the honest English man.” But as yet it car- 
ries no precept that a tradesman is legally bound to love his neighbor 
as himself. 

All of this Max Radin sets forth with ease and neatness in a small 
volume. The essay stretches away from early times to our own day; 
it contains the neat sayings of the sages of old and the practical wis- 
dom of modern jurists; it reveals the results of wide reading and of 
long-continued thought—yet its pages are free from all signs of ped- 
antry. The author writes with freshness and insight, with humor and 
restraint. His telling illustrations, his mature understanding that con- 
denses a chapter of history into a sentence, and the deft touch in his 
phrasing makes of these “lectures on the morals of trade” real literature. 

Never once does the author lose his perspective or allow his theme 
to escape him. In these pages the reader will discover neither a philippic 
of the moralist against the perverse ways of trade, nor a contribution to 
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the art of ballyhoo as it is practised—and taught. Nor will he find here 
an account of the development of the doctrine or of the state of the 
law on the tolerance to be accorded the trader. The author is much too 
sophisticated to attempt tasks so impossible. But here the reader may 
discover why the law of trade has been, is, and must continue to be, 
for all the mutations which may come to it, a truce between the ideals 
of the moralists and the folkways of business. In the conflict and the 
truce, with the law as umpire, there may be something basically human. 
“In days of old when Glaucus got a gold shield from Diomedes for a 


bronze one—even the bard chuckled a little.” 

Watton H. Hamittron 
Yale University 
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Bancock, F. M. Real estate valuation: a statement of the appraisal problem 
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Boturne, C. L. Retail management: a practical guide to modern methods of 
retail distribution. (New York: Pitman. 1931. Pp. 479. $4.50.) 

Bowman, N. B. Advertising principles. (Philadelphia: Birnbaum-Jackson. 
1931. Pp. 153.) 

Castennoiz, W. B. A solution to the appreciation problem. (Chicago: La- 
Salle Extension Univ. 1931. Pp. 95.) 

This book includes two papers: one a discussion on a proposed solution 
to the accounting problem of recognizing appreciation on fixed assets; and 
the other a discussion of appreciation. 

In the first and principal paper, the author proposes a new method of 
handling appreciation in the accounting records. He attempts to include in 
costs depreciation charges based on current figures rather than on cost 
figures. He accomplishes this result by setting up a deferred expense ac- 
count at the beginning of each year for an amount equal to depreciation 
based on current values of the fixed assets, recognizing the accountant’s ob- 
jection to writing up assets on the balance sheet. He does not adjust 
the fixed asset accounts themselves, nor does he credit the reserve for 
depreciation for more than depreciation on a cost basis. The difference be- 
tween depreciation computed on a cost basis and on current values is cred- 
ited to unearned appreciation or unearned surplus. At the end of the 
fiscal year, this amount is transferred from the unearned account to earned 
surplus. The only recognition given in the balance sheet would be in the 
form of a footnote indicating the current value of the fixed assets. 
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The second paper emphasizes depreciation as a cost factor rather than 
depreciation as a loss in value. The suggestion that depreciation should be 
charged to the product upon the basis of current values rather than cost; 
is repeated. A further proposal is made that depreciation should not be 
charged to cost unless the machine is actually used. This proposal would 
eliminate from unabsorbed burden balances any depreciation factors, The 
suggestion is made that since the machine has not been used, it will last 
that much longer. Objection is also raised to the current practice of setting 
up a reserve for depreciation; the value of the assets actually declines in the 
sense that a portion of the usable value has disappeared. 


W. P. Fiske 


CHAMBERLAIN, L. anp Hay, W. W. Investment and speculation: studies of 
modern movements and basic principles. (New York: Holt. 1981. Pp. xiii, 
822. $3.) 

The authors state that “this book attempts to light some of the movements 
toward the New Era to make easier the approach, and even to intimate in- 
teresting possibilities in systematic security speculation.” 

The miscalculation which gave rise to this present era was a confusion 
between investment and certain empirical conclusions. These conclusions 
generally were that, if a speculation appreciates in value for a sufficient 
number of years to fulfill the “Scotch rule” that it might have been ter- 
minated in any year with profit, then such a speculation has per se become 
an investment. In the opinion of the authors, the rise in values, which ended 
in 1929, is to be ascribed in part to population growth and generally rising 
prices. The only pure investment is a loan; but, from the point of view of 
protection against shrinkage in real income, common stocks had, during this 
period, considerable merit. This protection is not, however, the only ob- 
jective of an investment program. 

The first half of the book presents a negative approach to investment, 
and the major portion of the argument is given in an interesting account of 
British and American investment trusts. The remainder of the book is de- 
voted to speculation. Changes in stock prices are asserted to be based on 
the individual position of the company, the position of the industry, and 
the trend of the market. Full significance is given to the factor of rate of 
growth of population—a factor with which practices of plowing back sur- 
plus earnings cannot in many cases be reconciled. 

The authors conclude that systematic security speculation is to be based 
on “predictable future divergence in price trends of the chosen industries.” 
Such a policy involves purchasing a cross-section of favored industries and 
simultaneously selling, as a hedge, a like amount of securities of companies 
in least favored industries. It is admitted that the profits from such a pro- 
gram will necessarily be less than profits secured from a correct appraisal 
of future market trends. 

Proof of the validity of this rule for speculation is difficult. The plan must 
be based on the development of knowledge of the “industry cycles” which, 
taken as a composite, result in the business cycle. The authors include meth- 
ods of developing such a study, and include many interesting examples of 
records of prominent industrial companies. Such detailed study is needed 
since averages do not act upon one another. Recent economic investigation 
indicates the earnestness with which this type of investigation is being 
pursued, 
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CuurcuiLy, W. L. Pricing for profit: the golden rule of business. (New York: 
Macmillan. 1932. Pp. xliv, 271. $3.) 

Converse, P. D, Business mortality of Illinois retail stores from 1925 to 
1980. Bull. no. 41. (Urbana: Univ. of Illinois Bureau of Bus. Research. 
1932. Pp. 89.) 

ConynoTon, T. Business law. 8rd rev. ed. (New York: Ronald. 1932. Pp. xxv, 
702. $6.) 

“In this new edition not only has the work been brought up to date, but 
a number of improvements have been made. The review questions which 
were included in the previous editions have been omitted, and the space thus 
saved has been better utilized for the inclusion of considerable new material 
on such timely topics as courts and their jurisdiction, workmen’s compensa- 
tion, mortgages, and conditional sales. Particular care and effort have been 
expended in carefully strengthening and enlarging the portion of the book 
devoted to forms.” 


Cowrr, G. A. Common stocks and the neat bull market. (Boston: Fort Hill 
Press. 1931. Pp. 188. $1.75.) 

Davis, H. L. The young man in business. (New York: Wiley. $2.) 

Dovce, W. W., editor. Four major problems of management: executive con- 
trol, market research, accurate costs, balanced inventories. (New York: 
McGraw-Hill. 1931. Pp. 80.) 

Duncan, J. C. Principles of analytical accounting. (Cincinnati: Ruter Press. 
1931. Pp. xii, 584.) 

FetpmMan, H. A personnel program for the federal civil service. (Washing- 
ton: Supt. Docs. 1931. Pp. ix, 289. 30c.) 

This is an important study of the problems of personnel administration 
and employee relations in the United States Civil Service. It “deals with 
such material as selection of employees, their training and development, 
principles of proper remuneration, the improvement of supervisors, and 
various other means by which loyalty, efficient work and harmonious rela- 
tionships may be promoted in the vast government organization. Because 
of its constructive treatment of a large number of aspects of a modern per- 
sonnel program, the volume should prove of interest not only to govern- 
ment bodies and large institutions, but to business concerns generally.” 


Freverick, J. G. The real truth about short selling. (New York: Business 
Bourse. 1932. Pp. 255. $4.) 

Gocain, W. J. anp Toner, J. V. Accounting principles and procedure. Ac- 
counting manual. (Boston: Houghton Mifflin. 1930. Pp. viii, 476; 272. 
$3.50; $1.80.) 

The stated purpose of this book is to provide a first-year college course 
in accounting. The book is divided into two parts with a separate laboratory 
manual to accompany each part. In Part I the basic theory of debit and 
credit is developed and the bookkeeping process is explained without the 
necessity of including any xd justments for inventories or depreciation. Two 
chapters on negotiable instruments and on banking relations are included ; 
special journals and controlling accounts are also discussed. Part II begins 
with two chapters on the problem of adjustments, one on inventories and 
another on depreciation and reserve accounts. The balance of this part in- 
cludes a discussion of the financial statements, of departmentalization and 
of the problems arising from the partnership form of organization. The 
book ends with a brief discussion of single entry bookkeeping. The treat- 
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ment of each of these subjects is quite elementary. If one were inclined ty 
criticize the work, one might suggest that for a college text too much em. 
phasis is placed upon how things are done and too little on why they are 
done. 
It is to be noted that the text is accompanied by a laboratory manual, 
W. P. Fiske 


Greer, H. C. ann Wittcox, R. S. Problems in cost accounting. (New York: 
McGraw-Hill. 1931. Pp. x, 879. $3.50.) 

HickerNnewi, W. F. What makes stock market prices? (New York: Harper. 
1932. Pp. xi, 199. $3.) 

Horrman, G. W. Future trading upon organized commodity markets in the 
United States. (Philadelphia: Univ. of Pennsylvania Press. 1932. Pp. xvi, 
482. $5.) 

Numerous government investigations have been undertaken, and elaborate 
reports on the practices of dealing in futures have been published. Professor 
Hoffman, therefore, had ample material on which to base his study. This 
material he has used with consummate skill, and has produced a book which 
is a distinct contribution in the field. Both in the method of presentation and 
in the arrangement of the data, it excels all other treatises on the subject. 

Professor Hoffman’s main purpose is “to marshall the facts of future 
trading.” He traces its historical development in the United States and 
concludes that it is the outgrowth of the early practice in the West of buy- 
ing and selling grain on a ‘‘to-arrive” basis. The “‘to-arrive” contract per- 
mitted the purchase and re-sale of standard commodities before they were 
actually shipped or were received at the terminal markets. With the organi- 
zation of commodity exchanges in the terminal markets, standard rules for 
trading in these contracts were adopted; and, with the establishment of 
warehouses and the transfer of ownership of commodities by means of 
warehouse receipts, trading in “to-arrive”’ contracts was extended into 
trading in “future deliveries.’’ When this trading assumed substantial pro- 
portions on the Chicago Board of Trade, a set of regulations governing 
the transaction was adopted (October 13, 1865). 

Future trading was early used as a means of hedging, and as this use 
developed, future trading greatly expanded. Professor Hoffman lays down 
the statement in the first part of his treatise that “the subject matter of 
future trading constitutes a part of the broad field of risk and insurance” 
and that the entire activity of future trading consists in assuming risk as 
speculators or in shifting risk to hedgers.” In fact “a major part of the 
entire body of future contracts currently carried forward arises out of 
hedging operations. In so far as this is true, the institution of future trad- 
ing is a price insurance agency” (p. 4). 

Yet, despite its economic usefulness, future trading has been the butt of 
politicians. Legislation has so hampered it in recent times as to almost 
nullify its prime purpose. “The result has been that trade interests in gen- 
eral and exchanges in particular had to assume its defense” (p. 5). 

The author, as the consulting economist of the Grain Futures Adminis- 
tration of the Department of Agriculture, naturally refrains from whole- 
hearted support of future trading practices. The evils and abuses are fully 
set forth by him. He seems to doubt, moreover, that hedgers benefit di- 
rectly from the use of the futures market or “retain the benefit of this in- 
surance.” Yet he admits that “by hedging they are able to borrow more 


1932] Accounting, Business Methods, Investments, Exchanges 827 


freely and extend their capital over a wider area, and to reduce their per 
unit cost of operation. It is likely that the benefit of this lower cost, 
through force of competition, is passed on either to the consumer in the 
form of lower prices or to the producer in the form of higher prices of 
both” (p. 445). 

“Without substantial reform the system will undoubtedly continue as a 
subject of political attack with the possibility of ultimate replacement by 
some other plan of marketing” (pp. 454-455). 

The reviewer is fully in agreement with this conclusion. 


A. M. Saxotsx1 


Hoover, W. D. Operating results of Ohio wholesale grocers—year 1930. 
(Columbus: Ohio State Univ. Bur. of Bus. Research. 1932. Pp. vii, 71. 
50c. ) 

Jorvan, D. F. Problems in investment theory and practice. (New York: 
Prentice-Hall. 1931. Pp. 256.) 

Lesnar, G. M. The chain store—boon or bane? (New York: Harper. 1932. 
Pp. vii, 206. $3.) 

“A manual of convincing answers to anti-chain store propaganda,” is one 
description given to this book by the publisher. Mr, Lebhar, editor of Chain 
Store Age, does more than this. The first five chapters are devoted to out- 
lining the present position of chain stores in our distributive system and the 
reasons for the success of the chains in competing with independents. The 
material is the most recent available and, in so far as possible, from un- 
impeachable sources. The body of the book carefully discusses eight major 
charges which have been made against the chains. Each charge is concisely 
presented and then refuted in detail. Some of these are: the chains take 
money out of a community; the chains pay exceptionally low wages; the 
chains tend to make us a nation of clerks; and the chains tend towards mo- 
nopoly. 

After attributing the recent state anti-chain legislation to a desire on the 
part of politicians to obtain the votes of independent retailers and to a 
very real need for more revenue on the part of the states, Mr. Lebhar con- 
cludes by stating that “it is not too much to claim that the economies in 
distribution which it (the chain) offers represent the greatest single con- 
tribution towards that objective yet offered.” 

This volume presents facts which, in spite of the close association of the 
author with the chain-store movement, will make opponents of the chains 
do some thinking. Although one cannot entirely agree with Mr. Lebhar, a 
comprehensive defense of the chains has been badly needed and the presen- 
tation has been well handled. A high-school student can understand the 
analysis; yet a business executive or teacher will find the manuscript of 
interest. 

Avsert Harine 


Leverer, E, Planwirtschaft. (Tiibingen: Mohr. 1932. Pp. 48. M.1.20.) 
Lorwin, L. L. Advisory economic councils. (Washington: Brookings Inst. 
1931. Pp. x, 84. 50c.) 

Discusses in a preliminary chapter the origins and types of economic 
councils, Chapter 2 describes the provisional ec. nomic council of Germany ; 
and chapter 3, the national economic council of France. It is believed that 
advisory economic councils have “an important field to cultivate. They can 
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do much to lift us out of our present spotty social thinking and haphazarj 
economic research and help us to think of our economic problems as inter. 
related aspects of national and social welfare.” 


McCorp, C. P. ann Auten, F. P. Industrial hygiene for engineers and man- 
agers. (New York: Harper. 1931. Pp. x, 336.) 

Mate, C. T. Real estate fundamentals. (New York: Van Nostrand. 1939. 
Pp. xii, 474. $4.50.) > 

The subject is treated in four major divisions: I, “Economic status of 
land’; II, “Legal status of land”; III, “Land improvements”; IV, “Real 
estate merchandising.’’ Among chapter headings are: taxes, appraisals, en- 
cumbrances, contracts, leases, titles and city planning and zoning, of spe- 
cial value to real estate dealers. 

Mayers, L. The law of business contracts, with special reference to the law 
of New York, including a collection of illustrative cases. (New York: Pren- 
tice-Hall. 1982. Pp. xvi, 512. $4.50.) 

Meeker, J. E. Short selling. (New York: Harper. 1932. Pp. vii, 271. $4.) 

Menearint, P. I caratteri economici della speculazione. (Rome: Lib. Internaz. 
*“Modernissima.”’ 1982. L.12.50.) 

Pace, H. S. C. anp Bryan, C. T. Comprehensive propositions in accounting. 
(New York: Pace Inst. Pubs. 1931. Pp. x, 398.) 

Paton, W. A., editor. Accountants’ handbook. 2nd ed. (New York: Ronald. 
1982. Pp. xlii, 1873. $7.50.) 

This is a revision of a work first published in 1923. The handbook covers 
a wide range of subjects treated by over 50 contributing and consulting 
editors. In 83 sections it covers the subject of commercial and financial 
accounting and allied subjects. Not only does it treat of financial state- 
ments, statement analysis, account classification, receivables, investments, 
inventories, land and wasting assets, buildings and equipment, depreciation 
principles and rates, plant appraisals, intangibles, current and fixed liabili- 
ties, capital stock, surplus, consolidated statements, income depreciation, 
accounting control, budgeting, manufacturing costs, distribution costs, 
standard costs, public accounting, fiduciary accounting, but there is also a 
long chapter on business law and one on mathematical methods and tables. 


Raymonp, F. E. Quantity and economy in manufacture. (New York: Mc- 
Graw-Hill. 1931. Pp. xiii, 375. $4.) 

Industrial leaders and economists are quite generally agreed that pro- 
duction in quantity is essential for the support of our wage scales and stand- 
ards of living. Quantity production or, as it is more generally called, mass 
production, to the layman means large-scale manufacture of single products, 
such as the automobile; but it is equally true that the principles of mass 
production can and should be applied to the production of items in “lots” 
whether such lots be completed items, sub-assemblies or component parts. 
For this reason, determination of the quantities in which such lots must be 
produced for best economic results becomes a matter of first importance. 

This study is a valuable piece of research in which the factors affecting 
lot production have been reduced to mathematical terms, whereby economic 
lot sizes can be determined; the study is timely because, as the author 
states in his introduction: 


Management has largely achieved its successes by attacking the most obvious diffi- 
culties, which were certain to yield the greatest return for the effort employed and 
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to show at the end of the year a substantial increase in profits in companies’ balance 
sheets. 

As time progresses and more of these difficulties are overcome, an increasing amount 
of effort will be required to obtain the same proportionate degree of success, Even 
at best a stage of diminishing returns will set in, unless management is provided with 
more precise tools in order to continue the search for those hidden costs which must 
eventually be brought to light, if the present rate of progress is to be maintained. 


The modern, technically trained executive will find in the book a mathe- 
matical short-cut to the answers to many of his problems in the determina- 
tion of lot sizes; and the chapters on the simplified formula, special formu- 
las, simplification in actual practice and graphical methods, point the way 
whereby the principles which are developed in the text can be applied to 
his particular industry by competent subordinates. 

The book is well arranged and indexed and includes extensive references 
and bibliography. While it is not wholly suited to the average executive 
because of the mathematical treatment of the subject, it must be borne in 
mind that it is primarily pure and largely original research in this field and, 
because of its importance, can hardly fail to open the way for treatment of 
its subject matter along more popular lines. For example, the discussion 
of the cost of capital is one of the most important chapters in the book. 
The conclusions reached on this subject are summarized in the introduc- 
tion, as follows: 


This has revealed that minimum-cost production is not the basic factor in the eco- 
nomical conduct of manufacture, because it has been demonstrated in the following 
pages that manufacturing operations cannot be economical unless capital can be 
conserved, and then the desired profits will be earned only when production is ob- 
tained at the lowest unit cost consistent with the situation thus imposed. 


Had the force of this discussion on the cost of capital been generally 
realized, the ratio of capital employed to value produced by our industries 
would be far more favorable than it is today. 


Cuarves P, Totman 


Rowse, E. J. ano Fisn, L. J. The fundamentals of advertising. (Cincinnati: 
Southwestern Pub. Co. 1931. Pp. 239.) 

Seirz, J. C. A system and accounting for a life insurance company. 2nd rev. 
and enl. ed. (New York: Spectator Co. 1931. Pp. 201. $35.) 

SurLpon, R. and Arens, E. Consumer engineering: a new technique for pros- 
perity. (New York: Harper. 1982. Pp. v, 259. $3.50.) 

Simpson, H. D. anp Burton, J. E. The valuation of vacant land in suburban 
areas: Chicago area. Research monog. no. 2. (Chicago: Northwestern 
Univ. 1931. Pp. 56.) 

Stopparp, L. Europe and our money. (New York: Macmillan. 1932. Pp. xiii, 
253. $2.25.) 

A survey of the policy of making investments in foreign countries, and 
in particular, Europe. The results have been disastrous. As for future 
policy: ‘““We should try to strike a happy medium, avoiding alike ‘im 
perialistic’ adventures and Bryanesque ‘scuttle.’ What that happy medium 
should be, cannot be abstractedly stated off-hand.” 

Stopparn, W. L. Financial racketeering and how to stop it. (New York: 
Harper. 1931. Pp. ix, 217. $2.50.) 
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This short volume is a description of a variety of fraudulent financis} 
schemes for separating unwary people from their money. It portrays th 
elaborate technique and organization for putting across some of the mor 
characteristic of the financial con games, including the preparation of th. 
“sucker list,’ the role of the tipster sheet, the lurid prospectus and the high 
pressure salesman or “dynamiter.” The loss from schemes similar to thos 
described in the text is roughly estimated to be $2,000,000,000. a year, 
which makes it worth while to consider ways and means of putting a stop ty 
it. In chapter 19 and passim the author gives prominent attention to the 
militant work of the Better Business Bureaus throughout the country in 
their fight against financial racketeering. Codperating with the legal ay. 
thorities of municipality, state and nation, they investigate swindling opera. 
tions, conduct educational programs and send out warnings where they wil] 
be of most service. Two factors are responsible for the success of the 
racketeers, first, the financial illiteracy of the rank and file and second, the 
fact that fraudulent promotion has been reduced to a science. Hence, Mr. 
Stoddard’s remedies consist in a program of perpetual vigilance through 
such agencies as the Better Business Bureaus, whose success, however, de- 
pends upon adequate laws and widespread education. The latter should 
start in an elementary way in public schools and be supplemented by a 
carefully developed program of adult education, using the press, the radio, 
and the motion picture. “Such a program... would go a long way toward 
the utter abolition of the financial underworld. Where there is no demand, 
the supply ceases.’ 

Lesuiz T, Fournizr 


Sun.ey, W. T. and Pinxerton, P. W. Corporation accounting. (New York: 
Ronald. 1931. Pp. xv, 570. $5.) 

This discussion of the problems arising in connection with corporation 
accounting begins with two general chapters on the corporate form of 
organization and on the problem of corporate records and accounts. Then 
follow nine chapters dealing with capital stock. This group of chapters 
covers the authorization, subscription and sale of stocks, both at par and at 
a premium or discount and accounting for forfeitures and treasury stock. 
A third section of the work consists of seven chapters on the nature of sur- 
plus and the problems arising in connection with surplus. This includes 
problems of earned surplus, paid-in surplus and surplus arising from 
treasury and donated stocks. Accounting for distribution of surplus and for 
surplus reserves is also covered. The fourth section discusses the problem 
of accounting for bond issues. Under this group are chapters on accounting 
for bond issues, bond interest, bond premium and discount, conversion, 
and retirement of bonds, sinking funds and serial retirements. Between the 
discussion of bonds and an extended discussion of merger and consolida- 
tion problems are chapters on financial statements and on voluntary dis- 
solution. The book closes with five chapters on reorganization and receiver- 
ship. 

W. P. Fiske 


Taruscu, C. F. Policy and ethics in business. (New York: McGraw-Hill. 
1931. Pp. xi, 624. $5. 

The chief criticism of this book rests on the score that it has tried to 

cover too much ground. But the student and particularly the philosopher 
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a. will be grateful for the careful background. Two chapters are devoted to 
. Ag land, people and their ideas, showing the source and growth of the basic 
of th. principles revealed later in business policies and ethics. 

re hi ' Then the author plunges into a treatment of the Sherman Anti-Trust law 
sm and its relation to business. The three chapters in which he analyzes the 
; Seer law and the cases through which it was given judicial interpretation and 
stop to direction, are very well done. Wisely, he stops short of attempting to go 


beyond arriving at the inferences that explain later the policies of business 
in circumventing the prohibitions of the law. 

The section on “The structure and dynamics of business” should be read 
by every trade association executive. Mr. Taeusch has chosen his sources 
of information wisely and shows penetrating understanding of what it is 


to the 
try in 
al ay. 
opera- 


a os all about. One is grateful to him for demonstrating that business is still an 
d, the art rather than a profession. igay! 

e, Mr In section D, “The ethics of price policies,” Mr. Taeusch develops an 
roush interesting and finely discriminative treatment of resale price maintenance, 
-P, a price discriminations, price cutting, reciprocity arrangements, competitive 
should bids, and commercial bribery. Even to the hardened veteran of many a 
hy a price battle this section will prove helpful. To the raw student it is price- 
radio, less. . 
oward Section E deals with unfair trade methods and is well worth reading. 
mand, One wishes that more attention might have been given to the possibilities 


of the Federal Trade Practice Conference, but there are many who will 
agree with Mr. Taeusch’s method of handling this phase of business control. 
In section F, he deals with self-regulation in business and reveals inter- 
York: esting possibilities for the trade associations. 
It is not a book that is quickly read, but it is easy to read, and has suffi- 
cient of the merits of a handbook to make it worth while as a reference. 


TER 


opr One wonders whether Mr. Taeusch was ever or is a Gild Socialist. If not, 
Then he makes excellent material for the development of one. 
pters Aurrep P. Haake 
nd at Wacrers, R. G. and Rowsg, E. J. Fundamentals of retail selling. (Cincinnati: 
tock. Southwestern Pub, Co. 1981. Pp. 448.) 
E sur- Wurtney, R. Short selling and liquidation. Address delivered before Syracuse 
ludes Chamber of Commerce, Syracuse, N.Y., Dec. 15, 1981. (New York: N.Y. 
from Stock Exchange. 1931. Pp. 15.) 
d for Wineate, J. W. and Scuatuier, E. O. Problems in retail merchandising. 
bem (New York: Prentice-Hall. 1931. Pp. 106. $1.) 
nting Zimmerman, M. M. The challenge of chain store distribution. (New York: 
= Harper. 1931. Pp. xiii, 334. $5.) 


In 1914 Printers’ Ink, believing that the chain store had reached a posi- 
tion in the scheme of distribution which made a general study desirable, 
conducted an investigation which resulted in 14 articles on the chain store 
situation of that day. In 1980 a second survey was undertaken by Printers’ 
Ink, and one of the collaborators in the early series (Mr. M. M. Zimmer- 
man) undertook the task. The result was some 25 articles, which appeared 
in Printers’ Ink during 1930 and 1931 and which formed the skeleton, in- 
deed in large part the flesh and blood, of The Challenge of Chain Store 
Distribution. 

As might be expected from such an origin, the book is a series of dis- 
cussions of questions and of administrative methods. They are questions 
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and methods with which the trade has a direct concern. The former are wel] 
illustrated by chapters on such subjects as: “Are chains the enemies of the 
national brand?” (chapter 6); “Can the chain be eliminated from th 
manufacturer’s plan of distribution?” (chapter 8) ; “Can lower prices take 
the place of the advertised brands?” (chapter 11). Such chapters as “Hoy 
manufacturers and jobbers are making independents better merchandisers” 
(chapter 4) ; “How manufacturers are selling chains and holding good will 
of independents” (chapter 12) ; and ‘““Manufacturers’ experience in getti 
sales help in cliain stores’ (chapter 17) are illustrative of administrative 
subjects. Aside from chapters of this type there is a more introductory one 
in which chains “‘are weighed in the balance” and another in which the rise 
of chain store methods is discussed. A summary chapter concerned with 
“past, present, and future’ concludes with the statement: “The chain ywil] 
remain. It has made a place for itself in distribution and its ‘cash and 
carry’ contribution to our system of selling has been accepted as the short- 
est cut in bringing commodities at the lowest possible cost to the consumer 
who does not need the extra ‘service’ value.” 


Leverett S, Lyon 


"he ethical problems in relations of business to government. Lectures de- 
livered in 1931 on the William A. Vawter Foundation on Business Ethics, 
Northwestern Univ. School of Commerce. (New York: Ronald. 1982, Pp. 
174. $2.) 

Handling obsolescence problems in teatile mills. A selection of authoritative 
articles and timely editorial comment from Teztile World, reporting the 
the best of moder tice in the handling of teatile obsolescence problems. 
Ist ed. (New York: McGraw-Hill. 1931. Pp. 86.) 

Merchandise source survey. Rep. no. 1, prepared by the Bureau of Business 
and Government Research, Univ. of Colorado. (Boulder, Colo.: Rocky 
Mountain Econ. Council. 1982. Pp. 52.) 

New York Stock Exchange: statistics in regard to short selling, May 26th 
—November 80th, 1931. (New York: N.Y. Stock Exchange. 1931.) 
The social aspects of rationalization: introductory studies. Stud, and rep., 

ser. B, no. 18. (Geneva: Internat. Labour Office. 1982. Pp. vii, 881. $1.) 


Capital and Capitalistic Organization 


Principles of Public Utilities. By Exsot Jones and Truman C. Bicnam. 
(New York: Macmillan. 1931. Pp. xiv, 799. $4.25.) 

This volume includes consideration of the economies of five public 
utilities: electric light and power, gas, street railways, telephone, and 
water. It is “designed to meet the needs of teachers and students of 
public utilities in universities and colleges and to be of service to govern- 
ment officials, utility executives, utility employees, editors, bankers, 
lawyers, engineers, and last, but not least, the electorate.” While the 
volume is published under a joint authorship, the major portion is 
the work of Professor Jones (preface, p. viii). 

The authors take the position that public interest will be best served 
by the recognition of monopoly in public utility services, although they 
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would not protect from competition a public utility which was not giv- 
ing satisfactory service at fair rates. With reference to valuation for 
rate making (the rate base), they favor “original cost,” basing “fair 
value” on costs actually and prudently incurred. Reasonable rates 
should cover “operating expenses, taxes, and a fair return on the rate 
base.” The first two of these items constitute as a rule “about 75 per 
cent of the amounts that must be recovered out of the rates.” “Why 
not, then,” the authors ask, “follow the same principle as to the fair 
return on the rate base, which constitutes the remainder of the amount 
(about 25 per cent) that must be recovered out of the rates?” 

It is not to be expected that the courts will of their own volition recog- 
nize prudent investment as the dominant (or sole) basis of valuation; 
but the question is raised as to the probable attitude of the courts if 
by legislation prudent investment should be declared a basis for rate 
making. The United States Supreme Court has recognized rate making 
as “a legislative function and not a judicial one” (p. 246). 

With reference to what constitutes a fair rate of return, no broad 
generalization can be made for all utilities under all circumstances, and 
the concrete factors in each case must be taken into consideration. 
However, certain factors should receive attention in all cases. For ex- 
ample, the extent of the risk must be considered, based on both losses 
and profits from past operation. The present position of the courts 
in placing emphasis upon a single year (the present fair return) is 
against the best interests of the public utilities and of the public (pp. 
260-8). Efficiency in management should be rewarded and inefficient 
management penalized. A final question which is discussed at some 
length in this chapter is whether the fair rate of return on past invest- 
ments depends on the rate required to attract future capital. 

In the chapters on “Regulation.of service” and “Regulation of ac- 
counts and reports” emphasis is placed upon the need for more careful 
consideration of standards of service, and for greater uniformity with 
reference to accounting in order to make possible more intelligent regu- 
lation. On depreciation accounting, cost is preferred as a basis rather 
than present value, as decided by the United States Supreme Court in 
the case of the United Railways and Electric Company of Baltimore. 
The authors favor a rigorous regulation of security issues. 

Analysis is made of the different methods of effecting combinations, 
of the effect of the combination movement, and also of the type of 
regulation which the movement has made necessary. While the au- 
thors favor local control, such as municipal or state, the combination 
movement has distinctly limited the sphere within which municipal con- 
trol (except in very large cities) can be made effective. State control 
will become increasingly important, and a certain amount of federal 
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control will also be necessary to eliminate the twilight zones which haye 
grown up through the activities of the holding companies. 

The public relations work of the utilities is discussed from three gen- 
eral points of view: the relations with the public; with customers; and 
with employ ees. With reference to the public, the authors sum up their 
position in the following statement: 


Expenditures designed to cultivate a favorable attitude toward the utility 
in order that the use of the service or product may be increased or the sale 
of appliances and equipment promoted would seem to be appropriately 
charged to operating expenses and borne by the customers. In the same class 
fall expenditures designed to bring to the attention of the investing public the 
advantages of utilities securities; for such expenditures reduce the cost of 
capital to the utilities, and thus make possible lower rates of charge. 

Only a carping critic would deny the right of the utilities to expend a 
moderate sum of money, and to employ a reasonable portion of the time of 
their staff in giving the public, in the form of newspaper items, pamphlets, 
public addresses, and radio talks, information with regard to the history, 
characteristics, aims and ideals of the companies. . . . We do not believe 
that the customers should be saddled with the cost of being persuaded by 
the utilities that public ownership ventures are ‘unsound and vicious.’ Upon 
such vital matters the public is in need of information, which in the very 
nature of the case it will not receive at the hands of interested parties, 

With regard to the relation to customers, through the sale of stock 
(preferred), the authors believe the practice is dangerous unless the 
utility is in such a financial position that there will be no doubt of 
its ability to pay regular dividends. With regard to employees, the 
utilities have an opportunity to render a distinct social service by pro- 
viding specialized training to supplement the general education pro- 
vided by colleges and universities. 

The volume concludes with a thorough analysis of the arguments for 
and against government ownership. Water systems should be owned 
and operated by the public; all legal obstacles should be eliminated 
which will in any way prevent a community from owning and operat- 
ing its utilities; in the meantime cities should make such improvement 
in their administrations as will give some promise that they will be 
able to operate utilities effectively ; in the light of the present and prob- 
able advance in the arts of the utilities other than water, it would not 
appear that they have reached such “maturity and monopoly” as 
would warrant public ownership and operation. So far regulation has 
failed to protect adequately the interests of the public, but a marked 
improvement in regulation and greater enlightenment on the part of 
public utility management may make public ownership and operation un- 
necessary. 

Throughout the book highly controversial subjects are discussed in 
a scientific spirit. Emphasis is placed on the public interest. While fully 
appreciative of the achievements, technical and otherwise, of the pub- 
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lic utilities, the authors have also portrayed effectively the shortcom- 
ings both of the utilities and of public regulation. 
C. O. Ruceies 


Harvard University 


Regulation of Public Utilities: A Crucial Problem in Constitutional Gov- 
ernment. By Casstus M. Cray. (New York: Holt. 1982. Pp. xi, 
309. $3.50.) 


In the January number of the Annals of the American Academy of 
Political and Social Science Mr. Donald R. Richberg refers slight- 
ingly to the duly certified social scientist who, by means of voluminous 
footnotes and references, “demonstrates the reason for his Ph.D. and 
his qualifications for an eventual LL.D.” The author of Regulation of 
Public Utilities, a lawyer by profession, does not agree with Mr. Rich- 
berg as to the importance of documentation, for about one-sixth of his 
book consists of references and notes; and there is, in addition, a se- 
lected reference list. 

The theme of the volume is the close relationship between economics 
and law in current controversies with respect to public utility policy. 
The book is divided into three parts. In Part 1 the author discusses 
the constitutional phases of utility regulation, with especial reference 
to rate making, the most difficult question in the field of public utility 
regulation. The constitutional aspects of regulation present a crucial 
problem in constitutional government, since there is involved the ques- 
tion of the appropriate distribution of power between the courts, on 
the one hand, and the legislatures and regulatory commissions, on the 
other. In Part 2 the author deals with the mooted question of the proper 
division of authority between state and nation, with three chapters on 
interstate transmission and one on holding companies, especial atten- 
tion being given to the electric light and power industry. In Part 8 
the author states his conclusions, his essential thesis being that public 
regulation, at least of electric utilities, should be left, so far as is com- 
patible with the national interest, to the separate states. 

The viewpoint of the author is liberal and the treatment is sane. 
Unlike many lawyers who resent criticism of the courts by economists 
and others, he favors untrammeled analysis and criticism of the de- 
cisions of the courts, including those of the Supreme Court of the 
United States. He quotes Mr. Justice Brewer, who said: “It is a mis- 
take to suppose that the Supreme Court is either honored or helped 
by being spoken of as above criticism.” He favors judicial review of 
legislative acts and commission orders, but maintains that the courts 
in acting as a check on the legislatures and commissions should al- 
ways bear in mind social values and the need of adaptation to changing 
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social conditions. He quotes Mr. Justice Holmes, who reminds us “that 
legislatures are ultimate guardians of the libraries and welfare of the 
people in quite as great a degree as the courts.” He criticizes the “fj, 
value” concept of the Supreme Court. Drawing a distinction between 
“constitutional” rates and “economic” rates, he holds that it is the 
duty of the courts to lay down the basis of confiscation, to set’ an ir. 


reducible minimum below which regulatory commissions may not legally 
go; but it is the duty of the regulatory bodies to fix economic rates, that 
is, rates that are adequate from a business standpoint. 


He expresses a decided preference for the prudent investment basis, 
This basis would provide a method of testing the “constitutionality” 
of a rate that is definite, stable, and workable, whereas the reproduc- 
tion cost basis is characterized by guesswork and baffling uncertainties, 
The Court’s emphasis upon reproduction cost has undoubtedly weak- 


ened legislative and commission responsibility and initiative, and has in 
consequence retarded the development of methods of rate control that 
are both economically sound and socially satisfactory. He argues that 


the dogma that the judicial criterion of a “fair return on the fair 
value” affords a satisfactory criterion for the establishment of an “eco- 
nomic” rate is a delusion. Rate making, he asserts, is primarily a matter 
of economics, and professional economists are in the best position to 
say what method of rate control is economically desirable. 

He states that the judicial approach to the problems that come be- 
fore the courts must be correlated with “the new dispensation”; the 


science of law cannot push on without the aid of the other social sci- 
ences. He recognizes that there is need for the extension of federal con- 
trol in certain particulars, but he criticizes the tendency of the courts 
to stretch unduly the “due process clause” of the Fourteenth Amend- 
ment. He calls attention to the fact that during 1920-1926 the Supreme 
Court held invalid as a violation of “due process” more legislation than 
during the preceding fifty years. This destructive tendency, if continued, 
threatens seriously to undermine the authority of the states over mat- 
ters of purely local concern, and to prevent the making of social experi- 
ments that important sections of the country would like to have made. 
He thinks that the prohibitions of the Fourteenth Amendment should 
not be construed so as to prevent the trial of any system of public utility 


rate control unless it is palpably arbitrary or unreasonable. Favor- 
able though he be to the vesting of greater power in the states, he rec- 


ognizes the need of more effective state regulation than now obtains. 

As the author himself states in the preface, the volume contains little 
that is not readily accessible in publications familiar to scholars. More- 
over, the author, in order that his treatment might carry conviction, 


has borrowed liberally from these sources. In fact he has borrowed too 
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liberally, for approximately one-third of the book consists of direct quo- 
tations from various authorities. Unfortunately, also, the quotations are 
frequently inaccurate. Thus on page 81 there are 12 mistakes in a quo- 
tation from a decision of the Supreme Court, and on page 78, in another 
quotation from the Supreme Court, there are 10 mistakes. 
Euiot Jones 
Stanford University 
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Bonsricut, J. C. and Means, G. C. The holding company: its public signifi- 
cance and its regulation. (New York: McGraw-Hill. 1932. Pp. xv, 398. 
$4. 

Be M., editor. The federal anti-trust laws: a symposium conducted at 
Columbia University. (New York Commerce Clearing House. 1932. Pp. 
229.) 

Marriott, R. Intese economiche internazionali: concentramento bancario. 
(Firenze: A. Vallecchi. 1931, Pp, 44. L. 8.) 

Smitu, N. L. The fair rate of return in public utility regulation. (Boston: 
Houghton Mifflin. 1932. Pp. xiii, 334. $3.) 

Tirrerts, C. S, and Livermore, S. Business organization and control: cor- 
porations and trusts in the United States. (New York: Van Nostrand. 1932. 
Pp. viii, 748. $3.75.) 

Tscurerscuky, S. Kartell und Trust. 2nd ed. (Berlin: Walter de Gruyter. 
1932. Pp. 156. RM. 1.80.) 

The well known editor of the Kartell-Rundschau presents a concise de- 
scription of the development of trusts and cartels, both domestic and inter- 
national. The little volume will no doubt be as helpful to the student of this 
phase of economic organization as its first edition which was exhausted be- 
fore the war. Governmental control of trusts and monopolies in various 
countries is discussed in the fina] chapter. 

Joun R. Mez 


Wacenriiur, H. Deutsch, auslindische und internationale Kartellvertrige 
im Wortlaut. (Niirnberg: Verlag der Hochschulbuchhandlung Krische. 
1931. Pp. viii, 102. Rm. 8.20.) 

This volume includes in extenso the text of 25 cartel agreements selected 
to illustrate prevailing types of organization. One misses the texts of some 
of the more familiar agreements in various basic industries, an omission due 
in some instances, as the editor indicates, to inaccessibility of the texts, in 
other instances to irrelevancy. Since the obvious limitations of space pre- 
vented the editor from including more than one illustration of each major 
type of agreement (the actual number of cartel agreements running into 
the thousands) his contribution should be judged solely on the basis of his 
discernment in selecting materia] illustrative of the characteristic types 
of cartel agreements actually in existence. In this respect Wagenfiihr’s com- 
pilation would stand a rigid test. The cartel agreements included in this 
volume are grouped under three main headings: (1) German; (2) foreign; 
and (3) international cartels, with various sub-classifications to illustrate 
the forms of organization adopted. The overlapping character of nearly all 
cartels is vividly brought to the attention of the reader. 
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As a supplement to the author’s Kartelle in Deutschland and an earliey 
volume on Kartelle in Europa (ohne Deutschland), 1929, written in ¢ol- 
laboration with Paul T. Fischer, this well selected and carefully edited 
source book should prove indispensable to the specialist interested in the 
subject. 


———.. Kartelle in Deutschland. (Nirnberg: Verlag der Hochschulbuch- 
handlung Krische. 1931. Pp. xiv, 415. Rm. 25.) 

To inquire into the associatory activities found in a specific trade or 
industry is a relatively simple task compared with the problem which 
Wagenfiihr has undertaken, i.e., to bring together in a single volume ma- 
terial pertaining to cartelization and syndication in all branches of busi- 
ness. Anyone who has attempted to understand the web-like structure into 
which German business has been fashioned, especially since the World War 
and the period of drastic rationalization, knows something of the difficulties 
which Wagenfiihr encountered in his detailed investigations. He summar- 
izes hundreds of carte] agreements and classifies them as to type. That 
this volume is somewhat weak in its theoretical analysis and too frequently 
leaves the reader to draw his own conclusions and inferences is to be re- 
gretted. But the author limited himself to a presentation of evidence; inter- 
pretative analysis has no place in the scheme of his thesis. To condemn 
him for neglecting to inject a theoretical background seems therefore un- 
called for, although its absence destroys in a sense the definitiveness of 
his work. That some of his material was drawn from secondary sources, 
e.g., newspapers, is less pardonable, since at times it may involve the ac- 
curacy of his observations. 

As a basis for an interpretative study of German cartels Wagenfiihr’s 
treatise should prove of especial value. No other single volume includes as 
much specific information on the organization of cartels in Germany as may 
be found between the covers of this book. 


Labor and Labor Organizations 


Labor and Other Economic Essays. By Henry R. Sacer. Edited by 
Cuartrs A. Guuicx, Jr. (New York: Harper. 1981. Pp. xxi, 482. 
$3.50. ) 

This volume affords an interesting and illuminating vision of a trained 
and logical, scholarly mind turned to the consideration of practical 
questions of national or international scope. There is a certain amount 
of review, analysis, and criticism of economic theory, which reveals not 
only the author’s thorough technical training and familiarity with the 
literature of economics, but also his realistic, common-sense approach 
to the problems of contemporary life, Professor Seager demonstrates 
clearly that a man may be both a sound and scientific economist, and 
a rational humanitarian. 

As indicated in the title, the questions that receive most attention in 
the essays here gathered together are those dealing with various aspects 
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of the relation of labor to production, government, and society in gen- 
eral. The specific themes include trade unions, the minimum wage, in- 
junctions, child labor, and various forms of social insurance. 

Most significant at the time of this writing are the discussions of 
unemployment and the war debts. These are instructive not only for 
what the author says, but also for what he leaves unsaid. His treatment 
of unemployment is characteristic of what a progressive, liberal thinker 
might be expected to emphasize a half-generation ago. He is enthusiastic 
about dove-tailing, insurance, and particularly well-organized, efficient 
government employment agencies. Of the last measure, as developed in 
England, he has this to say: 

There is every indication, however, that it is going to be successful, and 
that through it the United Kingdom has indicated to other countries the 


method by which they may supply this last and most necessary protection 
to the standards of living of their wage-earners (page 221). 


It is eloquently significant of the changes that have taken place, not 
only in economic theory, but in the conditions of western civilization, 
that a man of Professor Seager’s insight should have been apparently 
oblivious of the powerful basic forces that have been cumulatively piling 
up a weight of unemployment against which any system of employment 
exchanges must necessarily be as ineffective as would be the feather in 
the hat of a Swiss guide in holding back an avalanche. 

Of a similar nature is Professor Seager’s treatment of the war debts. 
When this was given to the public five years ago it was doubtless re- 
garded, and rightly, as expressing a very liberal and broadminded at- 
titude. The author points out clearly the violation of economic wisdom 
and of international morality and justice that would be involved in 
insisting on the full payment of these debts, which would gain for us 
“the stigma of being the world’s leading war profiteer” (page 405). 
But he gives no evidence of grasping the innate impossibility of collect- 
ing them. The fact that this essay was a radio broadcast can hardly 
account for the omission. 

The posthumous publication of a book of essays of this particular 
type, however useful it may be to students in the field it covers, almost 
inevitably renders a sort of back-hand service to the author. The reader 
must take the analyses and interpretations as he finds them, and judge 
the writer accordingly; whereas in the case of a vigorous thinker like 
Professor Seager, it is almost certain that his thought would have 
progressed with the times, and his definite statements on practical 
themes would have been quite different when the book was published from 
those actually presented in the text. 

Henry Pratr 


New York University 
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The Labor Problem in the United States. By E. E. Cummins, (New 
York: Van Nostrand. 19382. Pp. xiii, 857. $3.50.) 

Quite obviously intended for the textbook market, this work consists 
in a general and up-to-date restatement of the salient factors compris- 
ing the American labor problem. The book follows the time-worn—ppos- 
sibly outworn—pattern of the average labor textbook, to wit: (1) priev- 
ances of the wage-earner; (2) unionism; (8) the employer’s approach: 
(4) activities of the state; and it concludes with a critical interpreta- 
tion of each. Hence, that reader who might hope to find herein a broad 
interpretation of the labor situation arising from the dynamics of the 
social change and difficulty which surround us at the moment, may per- 
haps be somewhat disappointed. However, while the book in keeping with 
its purpose must cover previously well-trodden ground, it contains a 
wide range of treatment of material which has not before been covered 
with equal adequacy in general works of this character. The sections 
on trade-union jurisdiction, worker’s education, revolutionary unionism, 
and trade unionism and the employer, are illustrations selected at ran- 
dom, in which the author has organized and presented much material 
largely, if not wholly, new to textbooks on labor. The book is well writ- 
ten, although at times—notably in the chapter on wages—it gives the 
impression of being a mere rehearsal of various studies on the subject 
without much effort at synthetic analysis. In the reviewer’s opinion also 
the book suffers from too extensive quotation from sources, in places 
amounting to lack of balance in literary treatment. 

Psychological factors in the labor problem are not at all stressed. 
The author declares in the preface that he views the modern labor 
issue as but a part of the universal struggle of mankind, from earliest 
times to the present, for higher standards of living and that whereas 
primitive men had nature to overcome, “the wage-earner of modern times 
finds blocking his path, not nature but the employer.” He concludes 
that capitalism being as it is, nothing may solve these issues other than 
basic and sweeping economic changes. 

The author apparently regards unionism as the central factor in the 
struggle; the book, for instance, has no discussion of the modern coép- 
erative movement (omitting that most significant recent development, 
the credit union). Nor does the banking venture of organized labor 
receive in this book the place in the annals of American labor which it 
merits. The child and woman labor issues are not separately and ade 
quately presented. Nor do the competitive factors of immigrant and con- 
vict labor come in for more than mere reference. These may be regarded 
by many as singular omissions. 

As might be inferred from the foregoing, the strongest section of 
the work is upon unionism. These chapters are marked by keen analysis 
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and vigorous critical discussion together with carefully selected and 
well arranged supporting material. The same may be said of the chap- 
ter upon the employer and the trade union. Those sections which deal 
with the welfare and personnel activities of employers, and with the re- 
lation of government to labor do not possess, barring the discussion 
of unemployment insurance, quite the same vigor and freshness as the 
earlier chapters. Nevertheless, the subject matter in the later chapters 
is thoroughly covered with reference to the standard sources. The au- 
thor, however, has not noted the recent legislation of a number of states 
voiding the yellow-dog contract, nor does he refer to the outstanding 
work of Frankfurter and Greene on the Labor Injunction. The sections 
on labor legislation and social insurance adequately sketch out their 
present status in the United States. The workings of the Workmen’s 
Accident Compensation laws are ably and critically analyzed. The sec- 
tion on unemployment insurance also covers the case more thoroughly 
than do the earlier labor texts. 


Hersert Maynarp DiAmonp 
Lehigh University 
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Auten, R. The labor of women in the production of cotton. Bur. of Research 
in the Soc. Sci., stud. no. 8. (Austin: Univ. of Texas. 1931. Pp. 285.) 

Arias, G. Economia corporativa: critici ed interpreti. (Firenze: Poligrafica 
Univ. 1930. Pp. 92. L. 5.) 

BortoLtotro, G. Lo stato e la dottrina corporativa. Saggio d’una teoria gen- 
erale. (Bologna: N. Zanichelli. 1930. Pp. 458. L. 22.) 

Croox, W. H. The general strike: a study of labor’s tragic weapon in theory 
and — (Chapel Hill: Univ. of North Carolina Press. 1931. Pp. xvi, 
649. $6.) 

Professor Crook’s study on the general strike is the only all-comprehen- 
sive study of its character in any language, so far as the reviewer knows. 
It gives a thorough-going and minute survey of the facts in all the general 
strike situations from eighteenth century England to date, and from Seat- 
tle, Washington, to Shanghai, China. The author presents a successful 
classification of general strikes from the standpoint of their purpose and 
mode of procedure. In doing so he subjects the vast literature and the 
theories on the subject to a realistic analysis. His conclusions on the effec- 
tiveness of the general strike are exceedingly realistic, since he shows a 
full awareness of the crucial réle played by the attitude of the middle 
classes in any general strike situation. He ends up with a twofold warn- 
ing: (1) to labor, stressing the danger of a non-successful general strike 
to its organization and emphasizing the added power of resistance on the 
part of the other classes in a modern community; (2) to the public in gen- 
eral and to the ruling groups, not to drive labor to the point of exaspera- 
tion when even the tremendous risks connected with the use of this weapon 
seem to be outweighed by the burning desire to resist encroachment. 
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Dauceere, A. Jobs, machines and capitalism. (New York: Macmillan, 193) 
Pp. xviii, 252. $3.) 

Davis, E. Company plans for employee savings and investment. (Princetop: 
Princeton Univ. Industrial Relations Sect. 1931. Pp. 38.) 

De Man, H. La gioia nel lavoro. (Bari: G. Laterza. 1981. Pp. xxxix, 410, 
L. 30.) 

De Scuweinitz, D. How workers find jobs: a study of four thousand hosiery 
workers in Philadelphia, (Philadelphia: Univ. of Pennsylvania Press, 1939, 
Pp. xiii, 199. $2.50.) 

Forp, A. A scientific approach to labor problems. (New York: McGraw-Hill 
1932. Pp. x, 446. $4.) 

Haser, W. Unemployment: a problem of insecurity (an outline for a cour 
of study ). (New York: Affil. Summer Schools for Women Workers in In. 
dustry. 1931. Pp. 88.) 

Hann, L. A, Ist Arbeitslosigkeit unvermeidlich? (Berlin: Magazin der Wirt- 
schaft. 1930. Pp. 53.) 

Hansen, A. H., Trasue, M. R. and Dient, H. S. The Duluth casual labor 
group. Employment Stabilization Research Inst., vol. i, no. 8. (Minne- 
apolis: Univ. of Minnesota Press, 19382. Pp. 54.) 

Hevers, M. H. A strikeless industry: a coéperative plan for adjusting indus- 
trial relations. (New York: John Day Co. 1982. Pp. 82. 25c.) 

Herzoc, J. S. Los salarios y la empresa de los ferrocarriles nacionales de 
Mexico. (Mexico: Ed. “Cultura.” 1981. Pp. 274.) 

This is an official study of wages received by employees on the national 
railway system of Mexico. The periods 1925-1929 and 1908-1912 con- 
stitute the basis of the comparative analysis. Advances for common laborers 
were from 200 to 300 per cent. Moreover, the wage-scales compare favor- 
ably with those of other nations, like the United States. The general con- 
clusion reached is that in relation to general operating costs the wage item 
is out of proportion. This condition is attributed to the excessively large 
number of persons employed rather than to excessively high wage rates. 
An extensive bibliography is appended. 


G. S. Warkins 


Hirton, J. Industrial relations. Inaugural lecture. (New York: Macmillan. 
Cambridge: Univ. Press. 1931. Pp. 41. 75c.) 
Jorcensen, E. O. The road to better business—and plentiful employment. 
(Chicago: Manuf. and Merchants Fed. Tax League. 1931. Pp. 88. $1.) 
The thesis is that the present depression is caused by a high commodity 
price level, and that this high price level has resulted from the failure 
of society to adopt the single tax. The author offers index numbers of 
commodity prices from 1840 to 1929 as evidence that the consumer has not 
obtained the benefit of improvements in productive technique. 
Lipmann, O. Lehrbuch der Arbeitswissenschaft. (Jena: Fischer. 1982. Pp. 
viii, 450. Rmk. 23.50.) 
McCracken, D. Strike injunctions in the new South. (Chapel Hill: Univ. 
of North Carolina Press. 1931. Pp. xiv, 290. $3.) 
This study represents the most thorough-going attempt yet made to find 
out what actually results from the issuance of strike injunctions. It is 4 
detailed study of the actual economic effect of injunctions issued by state 
courts in five specific strike situations in the South—three in North Caro 
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lina, one at Elizabethton, Tennessee, and one at Danville, Virginia. On 
the basis of the court and newspaper records and interviews with partici- 
pants on both sides, as well as neutral observers, the author attempted in 
each case to analyze the economic background of the strike, the legal facts 
and procedure with reference to the issuance of the injunction, and the 
effect of the injunction upon the outcome and conduct of the strike and 
upon the social attitude of those enjoined. He compares his findings in 
these cases with the general claims made for and against the strike injunc- 
tion. 

With regard to the claim that the injunction restrains only lawful acts, 
the author points out that “in all three North Carolina cases, the tempor- 
ary restraining orders prohibited acts which either upon hearing or upon 
appeal to the Supreme Court were found to be lawful.” In none of the 
cases studied did the injunction prevent violence or break the strike un- 
aided, although it contributed to the failure of the strike in one case and to 
delaying the settlement and reducing labor’s demands in another. 

In all the cases studied the injunctions intensified industrial strife, re- 
tarded the peaceful settlement of disputes and reduced the respect for law 
and the courts. The author suggests that an injunction, to be at all effective, 
must be backed by adequate enforcement machinery. “A good police force 
can keep order without an injunction. The reverse does not appear to be 
true in these cases.” In fact, “an injunction is likely to increase the need 
for militia rather than to diminish it.” 

While the book represents an important and valuable contribution to the 
study of the strike injunction, the author fails to indicate its obvious limita- 
tions. Not only is the number of cases small and limited to only two in- 
dustries, but none of the cases treated involves the individual non-union 
agreement or “yellow-dog” contract. To present a picture of the injunction 
in action without including a yellow-dog injunction case is to disregard the 
most effective type of injunction. Analysis of one of the seven or more cases 
of the yellow-dog injunction type which have arisen in the South since 
1919 might have added considerably to the value of the work. 

The book contains a valuable appendix—half the length of the book— 
which includes many of the legal papers in the cases considered as well as 
reports or summaries of the interviews on which the study is primarily 
based, 

JoserpH J. Senruria 


Mazzon1, G. Il contratto collettivo di lavoro nella legislazione internazionale. 
(Firenze: Poligrafica Universitaria. 1980. Pp. 127. L. 7.) 

Monpain1, G. and Caprini, A. L’evoluzione del lavoro nelle colonie e la 
societa della nazioni. Part 1. L’evoluzione del lavoro nelle colonie. Part 2. 
L’azione delle istituzioni societarie di Ginevra in materia di lavoro coloniale. 
(Padua: A. Milani. 1981. Pp. xiv, 887. L. 48.) 

Mooney, J. D. Wages and the road ahead. (New York: Longmans Green. 
1931. Pp. ix, 149. $2.) 

Napotitano, G. Principii di economia corporativa. (Rome: A Sampaolesi. 
1930, Pp. 176. L. 15.) 

Ricuzz1, B. Sindacalismo e riformismo nel parmense : Luigi Musini—A gostino 
Berenini. (Bari: G. Laterza. 1931. Pp. 181. L. 12.) 
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RosentHua., D. La paix industrielle et le mouvement trade unioniste con. 
temporain en Grande Bretagne. (Paris: Les Presses Universitaires, 193], 
40 fr.) 

Ryan, F. L. A history of labor legislation in Oklahoma. (Norman: Uniy, of 
Oklahoma Press. 1932. Pp. 144. $1.75. 

Sreap, W. H. and Bsornaraa, D. Employment trends in St. Paul, Minne 
apolis and Duluth. Employment Stabilization Research Inst., vol. i, no, 9, 
(Minneapolis: Univ. of Minnesota Press. 1931. Pp. 184. $1.) 

The research for this study has been undertaken progressively, Data 
presented for St. Paul cover 6 years; for Minneapolis 5 years beginning 
with 1926; and for Duluth 844 years from January 1, 1927, to June 30, 
1930. 

Employment data come from the monthly payrolls of business establish- 
ments in the three cities. They cover 21 per cent of those gainfully em- 
ployed in Minneapolis; 28 per cent in Duluth; and 30 per cent in St. Paul, 
Industries included are: 8 groups in manufacturing; 2 each in wholesale 
and in retail trade; 5 in public utilities; under miscellaneous are grouped 
banking, printing and publishing, construction and building materials, and 
hotels and laundries. A total of 411 firms were canvassed in the 8 cities, 
For seasonal movements 4 classes are recorded: summer or early fall peak, 
winter low; early winter peak, summer low; spring and fall peak, winter 

and summer low; and no fluctuation. The material is presented in the form 
of absolute figures. “‘Present plans call for the reduction of the employment 
data to index numbers.’ The authors are impressed with the “most urgent 
need existing for a thorough-going classification of industrial and com- 
mercial occupations 


Cuar_es E. Persons 


Teper, L. Hours of labor. Stud. in hist. and pol. sci., ser. L, no. 1. (Baltimore: 
Johns Hopkins Press. 1932. Pp. 92. $1.) 

The age of admission of children to employment in non-industrial occupations. 
16th sess., 2nd discussion, rep. and suppl. rep. (Geneva: Internat. Labour 
Conf. 1932. Pp. 271 

Atti del primo convegno di studi sindacali e corporativi, Roma, 2-3 maggio, 
1980. Vol. I. Relazioni. Vol. II. Communicazioni e verbali. (Rome: Minis- 
tero delle Corporazioni. Pp. 385; 282.) 

Dominion of Canada: report of the Department of Labour for the fiscal year 
ending March 31, 1931. (Ottawa: H. M. Stationery Office. 1932. Pp. 225. 
50c.) 

International Labour Conference. 15th session. Vol. I, Part 1. List of mem- 
bers of delegations. Part 2. Verbatim report of the proceedings. Part 3. 
Appendices. Vol. II. Report of the director presented to the Conference. 
(Geneva: International Labour Office. 1931. Pp. lxii, 494; 497-802; vi, 
493.) 

International survey of legal decisions on labour law, 1980 (sixth year). 
(Geneva: Internat. Labour Office. 1931. Pp. xlviii, 366. $2.) 

International wage comparisons: documents arising out of conferences held gt 
the International Labour Office in January, 1929, and May, 1980, convened 
by the Social Science Research Council of New York. (Manchester: Man- 
chester Univ. Press. 1932. Pp. 262. 10s. 6d.) 

Library bulletin of Industrial Relations Counselors, Inc.: semi-annual review. 
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No. 9. (New York: Industrial Rel. Counselors. 1932. Pp. 35, mimeo- 
graphed. ) 
Lists 80 titles, many of which are annotated with descriptive notes. 

L’organisation syndicale et corporative italienne. (Rome: Imprimerie de la 
Chambre des Députés. 1930. Pp. 298. L. 20.) 

Partial revision of the convention concerning the protection against accidents 
of workers employed in loading or unloading ships. 16th sess., rep. iv. 
(Geneva: Internat. Labour Office. 1932. Pp. 97.) 

Unemployment prevention, compensation and relief: company, trade union 
and public programs. Selected bibliography. 2nd suppl. to bibliog. prepared 
Sept., 1931. (Princeton: Princeton Univ. Industrial Relations Sect. 1932. 
Pp. 4.) 

Wages and hours of labour in Canada, 1926, 1930 and 1931. Suppl. to The 
Labour Gazette, Jan. 1932. (Ottawa: H. M. Stationery Office. 1932. Pp. 
67.) 


Money, Prices, Credit, and Banking 


The Commercial Paper Market. By Roy A. Fourke. (New York: Bank- 
ers Publishing Co. 1931. Pp. xv, 267. $5.00.) 

This is an extensive survey of the open market for commercial paper. 
The author has gathered a considerable amount of factual informa- 
tion that is fresh and interesting in regard to such matters as the 
relative importance of commercial paper and the types of borrowers 


that make use of it. The historical and theoretical parts of the book 
offer little that is new. 

The rise of the open market for commercial paper is traced from its 
origin in New York about a century ago through its gradual westward 
spread until it became nation-wide soon after the turn of the present 
century. This development of open-market promissory notes, more or 
less peculiar to the United States, is accounted for by our independent 
banking system and the limits we have placed upon the loans of any 
one bank to a single customer. In other countries, with their large 
branch banks that are free from restraint, the individual bank is better 
able to take full care of its customer’s credit needs. The development 
of single-name paper and of the system of cash discounts is treated also 
along familiar lines (pp. 216-243), and the author seems to give such 
practice his approval in comparison with the use of two-name paper. 

Sellers, buyers, and note brokers are successively dealt with. Some 
of the more significant pages, in terms of novelty, are those in which 
the author analyzes at first hand the concerns that borrow in the open 
market on their promissory notes. These are classified by types of in- 
dustry, geographical location, and size of firm. In recent years the 
number of concerns issuing commercial paper has ranged approximately 
from 2,200 to 2,800; and, during the monetary stringency of 1920, 
the total volume of paper outstanding reached a high level of nearly 


Con- 
193], 
of 
inne- 
10, 2, 
Data 
ining 
é 30, 
lish- 
em- 
Paul, 
sale 
and 
ties. 
inter 
form 
ent 
gent 
‘om- 
ore: 
ons. 
pour 
gio, 
inis- 
year 
225. | 
t 3. 
nce, 
vi, 
ar). 
d at 
ned 
an- 
lew. 


346 Reviews and New Books [June 


$1,500,000,000. In the past few months the amount, which had been 
gradually declining since 1925, has fallen to little over $100,000,000, 
The author compares the amount of commercial paper outstanding jn 
given years with certain types of bank loans and with flotations of coy. 
porate securities (pp. 19-20). 

The advantages of commercial paper from the point of sellets and 
of buyers are discussed ; and in the latter connection interesting figures 
are given comparing the relatively small losses incurred over a series 
of years with those suffered from other investments of bank funds 
(80-89). There follows a discussion of the nature and operations of 
commercial paper houses. Originally mere brokers, undertaking to sell 
paper on a commission basis, these houses now generally buy the paper 
outright at 14 per cent under the prevailing market price. One chap- 
ter is devoted to a study of the operations and financial statements of 
finance companies, presumably on the ground that they borrow, in some 
cases, through the commercial paper market. 

In his discussion of “The theory of commercial paper” the author 
points out the influence of the open market in facilitating the flow of 
capital in the absence of a branch banking system. No attempt is made 
to analyze critically the relationship of commercial paper rates to other 
money rates, and there is no reference to the contention of some bank- 
ers that the note brokers wean away their best customers in times of 
easy money only to abandon them in times of stringency. 

The statistics, in many instances, are not brought down beyond 1927. 
There is little, if any, discussion of the declining importance and the 
future prospects of the commercial paper market in view of the con- 
centration movement in our banks and the rise of the banker’s accept- 
ance. The author has not seen fit to provide an index of his material. 

Harry E. 

Brown University 

Internationale Hebwng der Preise als Ausweg aus der Krise. By Wuanr- 
mir Woytinsky. Veréffentlichungen der Frankfurter Gesellschaft 
fiir Konjunkturforschung: neue Folge, Heft 1. (Leipzig: Hans 
Buske. 1931. Pp. vi, 168. RM. 12.50.) 

Mr. Woytinsky is convinced that a restoration of world commodity 
prices to the general level prevailing in 1928 or 1929 would provide 
a powerful stimulus to recovery of world economy. He observes that 
“long waves” in prices influence the relative lengths of periods of busi- 
ness prosperity and depression. Such “long waves,” Woytinsky urges, 
reflect changes in the world stock of monetary gold, the causal nexus 
running from gold supply to money and credit supplies, and thence 
to the general price level. This too facile statement of an orthodox 
explanation is the basis of his argument that international reforms 
leading to a general reduction in gold reserve requirements would in- 
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crease the effectiveness of the world supply of monetary gold, and thus 
would lead to a rising trend of prices. A study of the dispersions of 
English commodity prices about their average in pre-war and post- 
yar periods leads Woytinsky to the conclusion that recent price declines 
can be ascribed only in small part to maladjustments in production. 
They are largely reflections of increasing inadequacy of the world’s 
monetary supply—an inadequacy that threatens to plunge world econ- 
omy into the trough of a “long wave.” 

Woytinsky agrees substantially with the report of the League of 
Nations Gold Delegation,’ which recommended that a general price de- 
cine, with all its undesirable consequences, be prevented by a timely 
international agreement to reduce the minimum gold reserves required 
for note issues. The gold thus released might be used as a basis for 
expansion of currency circulation and of credit. Mr. Woytinsky indi- 
cates somewhat more specifically how such an agreement might be made 
efective. A general reduction of minimum gold reserves from an ap- 
proximate world average of 40 per cent to, say, 830 per cent of the out- 
standing notes should release enough gold to make possible an expansion 
of world currency circulation by at least $5,000,000,000. A central 
agency would be necessary to direct international distribution of the new 
supplies of loan-fund capital, which would be used to effect a far-flung 
program of public works. Thus, the author says, world economy might 
receive quite the same stimulus as after the discoveries of new gold sup- 
plies in the *40’s and ’90’s of the last century. 

Doubtless, the practical difficulties of executing such a plan would 
be great. But even if they prove not insuperable, one still might be 
sceptical of Mr. Woytinsky’s assurances that a rise in the general price 
level would be the “way out of the crisis.” Rising prices might provide 
stimulus to business, but inherent factors making for the “crisis,” in 
the broader sense of a recurrent episode in capitalistic economy, prob- 
ably would continue to operate. The analysis suggests the complexity 
of factors operating in our economic life, and the doubts that must 
attach to attempts at explanation of the operation of these factors. 

The development of Mr. Woytinsky’s argument is often discursive, 
attenuated, and repetitive. Too many authors, unfortunately, are in- 
clined toward unnecessarily lengthy essays, when short, precise articles 


might present their ideas much more forcefully and before as wide, if not 
a wider, audience. 


Cart T. Scumipt 
National Bureau of 
Economic Research 


"League of Nations, Selected Documents Submitted to the Gold Delegation of 


the Financial Committee, Geneva, 1980; Provisional Report of the Gold Delegation 
of the Financial Committee, Geneva, 1981. 
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NEW BOOKS 

Braprorp, F. A. Banking. (New York: Longmans Green. 1932. Pp. viii, 499 
$3.) 

Browne t, F, H. Limited bimetallism at no fixed ratio and bills now befor 
Congress in relation to silver. (New York: American Smelting and Refining 
Co. 1932. Pp. 18. 

Carson, W. J. Savings and employee savings plans in Philadelphia: 
analysis of savings and types of plans to encourage savings and thrift amon, 
employees of industrial firms in Philadelphia. (Philadelphia: Univ. of Penn. 
sylvia Press. 1932. Pp. xi, 112. $1.50.) 

Cross, I. B. Money and banking. (New York: American Inst. of Banking, 
1931. Pp. 544.) 

In its scope and method of development this book reflects the cliente}: 
for which it was written. It is published by the American Institute of Bank. 
ing as one of the texts for use in its curriculum. Perhaps this explains why 
the emphasis is placed upon the descriptive and historical aspects of money 
and banking, with only slight consideration to the analysis of underlying 
principles and the philosophy of money and banking. Essentially the dis- 

cussion is of the extensive rather than the intensive type. For those who 

have had no ground-work in the study of economic principles and for al] 
those who wish a general survey of money and banking experience in the 

United States, the book is helpful and informative; for the more mature 

student of economics it fails to give that satisfaction that comes from 

getting at the foundations of monetary and banking problems and subject- 
ing them to critical analysis. And this defect is magnified by the failure to 
give any list of references for further study. 

Crype Fisuer 


Ernzia, P. International gold movements. 2nd rev. ed. (New York: Macmillan. 
1932. Pp. 182. $4.5 

Evirr, H. E. Practical banking, currency and exchange. (London: Pitman. 
1931. 8s. 6d.) 

Feavearyear, A. E. The pound sterling: a history of English money. (New 
York: Oxford. 1931. Pp. 376. $5.) 

Fisuer, I. L’illusione monetaria. Translated by Enrico Rapaeu, (Milan: 
Frat. Treves. 1930. Pp. xvi, 264. L. 25.) 

Ga.teorti, A. Le monete del granducato di Toscana. (Livorno: S. Belforte. 
1930. Pp. 531.) 

Gorpon, A. P. L. Capital in sterling. (London: Henry Hartley. 1931. 5s.) 

Grecory, T. E. The silver situation: problems and possibilities. (Manchester: 
Manchester Univ. Press. 1932. Pp. 48. 1s. 6d.) 

The conclusions to which this memorandum points are “that the problem 
of the gold price of silver is primarily part of the more general problem 
of falling gold prices, and that any attempt to raise the gold price of silver 
independently of general price changes must give rise to serious misgivings 
when the consequences to China are taken into account. But the greater 
part of what follows is explanatory of the present position and, though the 
facts seem to me to point to the conclusions mentioned above, they may lead 
others to form a different judgment.” ' 

Greiwanvus, T. The value of money: a discussion of various monetary theortes, 
and an exposition of the yield theory of the value of money. (London: P.S. 
King. 1932. Pp. vii, 364. 15s.) 
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In the critique of other theories which precedes his own “yield theory,” 
Mr. Greidanus offers a good many pertinent and acceptable criticisms. But 
when Marshall and his followers are eliminated on the ground that prices 
of goods must be known before cash-balances can be determined and when 
the velocity approach of Fisher and others is held invalid because the 
velocity of money and the turnover of goods are determined by the same 
causes as the price level itself, it becomes apparent that the author is on a 
snipe-hunting expedition. He perceives that the marginal utility analysis 
cannot be applied to money in the familiar way but he clings to the view 
that there is a formula by which nominalism can be destroyed and money 
crowned with a value of its own. Cannan, for example, is cited as holding 
“the fundamentally correct view that the valuation of money takes place 
in the same way as that of other commodities,” but as erring in the belief 
that the utility of money is to be found only in what money will buy (pp. 
161-163). Money in the view of Mr. Greidanus possesses a value in use 
like that of other instruments of trade, machines or stocks of goods (p. 144), 
and there is accordingly a real demand for money per se as a productive in- 
strument. 

Money is demanded because dealers and consumers require a stock of 
this readily exchangeable commodity. They demand a quantum of value in 
money along with their other stocks and instruments and the value of their 
stock of money is “established at the capitalisation of their profit” (p. 240). 
Under the simplest situation, for example, where gold is introduced as a 
medium of exchange, assume that dealers estimate the profit allocable to 
the use of gold in their business as 20 per cent of the gold stock of index 
number 100. If the normal profit on their other assets is 5 per cent, they 
will strive to increase their stocks of gold as against goods. But the profits 
attributable to the successive doses of gold diminish and the value must 
fall until no more than the normal rate of 5 per cent is earned. This is the 
equilibrium rate. If the gold stock is not increasable, the gold-value index 
rises since dealers in effect add doses of gold-value till no more than the 
normal profit is earned. In the case of consumers it is again “the maximum 
utility which—capitalized—represents the value of the stock of money” 
(p. 257). Finally credit money is introduced. 

We are thus told in effect that $20 earned on $100 possessing an assumed 
initial exchange value becomes $5 per $100 of initial value because the value 
index must now rise to say 3.5 times the initial level (assuming the gold 
supply constant). Barter origins do not justify the money value assumption 
nor do they lend color to the alleged allocation and money-dosing activities 
of dealers—still less of consumers. The other factors—such as debt paying, 
stability and the like—discussed as modifying the capitalization value of 
money are simply sub-headings which fall under a realistic discussion of 
cash-balances or velocity, and Mr. Greidanus should re-read Marshall and 
Fisher to verify this fact. 


Leonarp L. WaTkKINs 


Haun, L. A. Kredit und Krise. (Tiibingen: Mohr. 1931. Pp. 24, M. 1.) 


Hahn’s views on money and credit and their relationship to the economic 
structure are in agreement with those of many of his colleagues in Europe 
and in the United States. Familiar arguments and truisms, clothed either 
in silky optimism or in verbal garments dangerously threadbare, find re- 
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newed expression in this treatise. Thus we read that a defective system of 
distribution, not inefficient production, is the major disturbing element jy 
the present economic depression; that there cannot be general overprody. 
tion; that manufacturers (especially in Germany) were able, in the years 
of prosperity previous to 1929, to maintain their balance sheets well above 
the line ominously lettered in red by taking advantage of cost-reducing 
technological changes. Furthermore, that deflation must come to an end: 
otherwise capitalism is doomed. Regulating the behavior of prices ig 
therefore one of the primary considerations in combating depression! 

Hahn includes a short account of the nature of the business cycle; also 
his personal views on inflationary monetary and credit expansion and the 
reasons for the contraction of the latter, interspersing his remarks with 
occasional references to the present economic situation. In urging credit 
expansion and moderate monetary inflation for reviving business activity in 
a period of dropping prices he proceeds cautiously, anticipating criticism 
from those who fear the consequences of inflationary measures, 

The author is also convinced of the efficacy of public works construc 
tion during a period of depression, but expresses the opinion that under 
existing conditions it would be a mistake to undertake such a program in 
countries like Germany and England, Further elucidation of some of his 
views would be helpful in understanding his position, although in most of 
his arguments he leaves no room for misinterpretation. 

Feuix F ricer 


Hawrrey, R. G. Trade depression and the way out. (New York: Longmans 
Green. 1931. Pp. viii, 84. 2s. 6d.) 

“What is needed is concerted action by the central banks to expand 
credit. That means that low bank rates should be reinforced by open 
market purchases of securities, and that central banks should become will- 
ing to part with gold. Any means of adding to the assets of the central 
banks will serve the purpose. If they grant credits to one another, the re- 
sult is the same, when the credits are drawn on, provided they are not re- 
paid and extinguished before revival is well under way.” 

JacosseNn, J. The collapse of our monetary system. (Copenhagen: Author, 
Vennemindevej 27. 1932. Pp. 27. 2s.) 

Keynes, J. M. Essays in persuasion. (New York: Harcourt Brace. 1982. Pp. 
xiii, 376. $2.50.) 

One of the most difficult and rare accomplishments of the scientific profes- 
sional economist is to write both soundly and entertainly for popular cor- 
sumption. That Mr. Keynes has this facility is amply evidenced by the 
volume under review. Comprising a collection of essays and addresses al- 
ready published elsewhere (with one exception) since 1919, it is designed 
primarily for the layman. While it thus contains little that is not familiar to 
those who have followed Mr. Keynes’s past contributions to economic litera- 
ture, it is nevertheless well worth reading, both to refresh the memory 4s 
to the author’s earlier views and as an example of pure literary merit. It 
also has value in demonstrating the type of forecast which the scientific 
economist is qualified to make—the sort of forecast resting on established 
economic principles rather than on statistical trends and correlations. 

The essays included in the volume are grouped under five main topics: 
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“The treaty of peace” (five essays); “Inflation and deflation” (seven) ; 
“The return to the gold standard” (seven) ; “Politics” (four); and “The 
future” (two). Since the majority of economists are familiar with the ma- 
terial treated under the first three topics, it will not be necessary to dwell 
on it here. In one essay not previously published in Great Britain, however, 
dealing with “The consequences to the banks of the collapse of money 
values,” Mr. Keynes launches an ironical attack on the bankers which is 
not altogether to his credit. Witness the following paragraphs (p. 176 and 
p. 178) in this connection: 

“Banks and bankers are by nature blind. They have not seen what was 
coming. Some of them have even welcomed the fall of prices toward what, 
in their innocence, they have deemed the just and ‘natural’ and inevitable 
level of pre-war, that is to say, to the level of prices to which their minds 
became accustomed in their formative years. In the United States some of 
them employ so-called ‘economists’ who tell us even today that our troubles 
are due to the fact that the prices of some commodities and some services 
have not fallen enough. ... A ‘sound’ banker, alas! is not one who foresees 
danger and avoids it, but one who, when he is ruined, is ruined in a cen- 
ventional and orthodox way along with his fellows, so that no one can really 
blame him... . 

“It is necessarily part of the business of a banker to maintain appear- 
ances and to profess a conventional respectability which is more than 
human. Lifelong practices of this kind make them the most romantic and 
the least realistic of men. It is so much their stock-in-trade that their posi- 
tion should not be questioned, that they do not even question it themselves 
until it is too late. Like the honest citizens they are, they feel a proper in- 
dignation at the perils of the wicked world in which they live—when the 
perils mature; but they do not foresee them. A Bankers’ Conspiracy! The 
idea is absurd! I only wish there were one! So, if they are saved, it will be, 
I expect, in their own despite.” 

It is a peculiar form of persuasion which would reform the gentlemen 
in the banking business by what amounts to call them nincompoops. More- 
over, the reference to the American bank economists is neither kind nor 
just. The majority of the American bank economists are capable men, well 
suited, both by training and aptitudes, to unqualified standing in the pro- 
fession. 

The section of the book devoted to “Politics” gives an interesting insight 
into Mr. Keynes’s psychology. It shows him to be a liberal, a pacifist, and 
an idealist; a dangerous combination of qualities in one so brilliant were 
it not for the fact that they are always tempered by reason and a sense of 
balance which are rarely found in the natural reformer. There are grounds 
for belief, however, that the hawser which keeps Mr. Keynes fast to reality 
in dealing with current problems was intentionally cast off when he com- 
posed the final essay of the book on the “Economic possibilities for our 
grandchildren.” And why not, if it gave him pleasure to let his imagina- 
tion run riot in respect of the economic situation in 2030? Moreover, his 
predictions may turn out to be correct after all—which should certainly 
please the grandchildren. 


Frepericx A. Braprorp 
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McConnett, S. A world on gold rations. (Toronto: Commonwealth Pybs 
1931. Pp. 110. $1.) 

MeEnearin1, P. Il credito gli intermediari del credito e le banche, Vol, | 
(Catania: Stud. Ed. Moderno, 1930. Pp. 256. L. 16.) 

F. azmoneta. (Sansepolcro: La Resurrezione. 1932. Pp. vi, 118, L,7,) 

Ona, P. I finanziamenti iniziali di impresa: le emissioni di azioni e dj ob- 
bligazioni. (Milan: Stucchi. 1931, Pp. xix, 435. L. 60.) A 

Paratore, G. La politica del denaro. Vol. I. Il denaro e le modificazioni de] 
valore monetario. (Geneva: Stab. Graf. Editoriale. 1930. Pp. 241. L, 20,) 

Pickett, R. R. Federal reserve bank policy in Iowa. (Chicago: Univ, of 
Chicago Press. 1931. Pp. ix, 100. $1.) 

The scope of this excellent monograph is somewhat broader than the 
title implies. It not only analyzes federal reserve policy but contributes 
considerable information concerning banking developments in Iowa during 
the period from 1919 to 1930. The Federal Reserve Bank of Chicago js 
absolved, by the author, from the frequently-repeated charge that it re- 
stricted unduly its advances to Iowa member banks in 1920. Professor 
Pickett feels, however, that there might have been some basis for the criti- 
cism that there was a “drastic and premature pressure for liquidation in 
February and March of 1921” (p. 56). But, “‘the Federal Reserve Board 
must share the responsibility for inflation which brought ruin to large num- 
bers of Iowa banks” (p. 36). 

The competitive struggle for deposits in the period under review is well 
portrayed. The causes of the numerous bank failures in Iowa are sun- 
marized as follows: the diminishing volume of deposits and loans; increased 
costs of operation; decreased earnings (partly due to par collection of 
checks) ; losses on bad loans (including too-highly specialized advances); 


increased interbank competition; and the decline of the small community 
under the pressure of economic forces. As a group, member banks were 
better managed than non-members. The author concludes that the federal 
reserve system can hardly be blamed for the banking debacle in Iowa since 
its duty is not to underwrite the bad loans of member banks. 


Cuarves S, Tiprerts 


Pixter, A. d short groundwork of the kinetic theory of money: correlation 
between Professor Irving Fisher’s equation of exchange and the general 
law of gases. Extract from the 2. nr., 1982, of the Hungarian Economical 
Review. (Budapest: Nyomdai Miiintézete. 1932. Pp. 30.) 

Reicuenav, C, von. Die Kapitalfunktion des Kredits. (Jena: Fischer. 1931. 
Ruk. 9.) 

Simianp, F. Le salaire, l’évolution sociale et la monnaie: essai de théorie ez- 
périmentale du salaire. Vols. I-III, (Paris: Alcan. 1982. Pp. xxxii, 586; 
620; xliv, 152. 120 fr.) 

Sparks, E. S. History and theory of agricultural credit in the United States. 
(New York: Crowell. 1932. Pp. xiii, 476. $3.75.) 

Stamp, J. Papers on gold and the price level. (London: P. S. King. 1931. 
Pp. 126. 7s. 6d.) 

This volume includes a collection of the author’s speeches and magazine 
articles dating from the end of 1928 to the spring of 1931, dealing chiefly 
with the effects of changing price levels on the industrial position of Great 
Britain and on the relation of the gold supply to the price level. It also 
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includes an interesting retrospective account of the author’s changing views 
on the effects of changing price levels from 1911 to 1929. 

One essay, “Taxation, risk-taking, and the price level,” is an acute dis- 
cussion of the theoretical relationship between high income taxation and 
prices and is of interest chiefly to professional economists. The argument 
leads cogently to the conclusion that the effect of income taxation is to 
lower prices rather than to raise them, since a tax would discourage the 
creation of fresh credit to no less extent than it would the production of 
other utilities, and since it would tend to discourage the production of 
gold more than the average of other commodities. This conclusion rests 
on the assumption (not valid for American income taxation) that the capital 
recovered by depletion of mineral resources is taxed as income. 

The essay on causes and cures of the depression enumerates no less than 
18 causes, most of which are merely stated without analysis of their special 
relevance to conditions of 1929-31. The remedy which receives most at- 
tention is the tariff. This is treated as a desperate and dangerous remedy, 
justified only by the critical state of Great Britain’s business and the lack 
of a more hopeful remedy. Most of the argument is not relevant to condi- 
tions as they have developed since Great Britain forsook the gold standard. 

The remaining papers present in a forceful and interesting way the usual 
economic analysis of the effects of changing price levels on debtor-creditor 
relationships, on profits, wages, and on the position of agriculture. 


Cuartes O. Harpy 


Stamp, J. The present position of monetary science. (Manchester: Manchester 
Univ. Press. 1s.) 

Weaver, M. C. Nebraska farm mortgages. Nebraska stud. in bus. no. 30. 
(Lincoln: Univ. of Nebraska. 1932. Pp. 50. 50c.) 

Includes description of farm-mortgage credit machinery and a dis- 
cussion of purposes and costs of farm-mortgage debt. 

Wiccieswortu, F. and Wiceieswortn, A. The gold tangle and the way out. 
(London: Bodley Head. 1931. 5s.) 

Woopwarp, D. B. and Rosz, M. A. A primer of money. (New York: Mc- 
Graw-Hill. 1982. Pp. xv, 261. $2.) 

La accion de emergencia en el problema monetario. (Buenos Aires: Ministerio 
de Hacienda de la Nacion. 1932. Pp. 25.) 

The cost of living in the United States in 1931. (New York: Nat. Ind. Con- 
ference Board. 1982. Pp. viii, 52. $1.) 

“Total living costs in December, 1931, according to the index of the Na- 
tional Industrial Conference Board, were still 34.0 per cent above those of 
July, 1914, The average cost of the 48 articles of food, however, was only 
14.3 per cent above the July, 1914, level; some of the individual food com- 
modities were actually back to their 1914 prices, and others were even lower 
in price than in 1914, Notwithstanding the material reductions in clothing 
prices, they were still 25.5 per cent higher than in July, 1914. Rents in 
December, 1981, were 86.0 per cent above the July, 1914, level. Coal prices 
at the end of the year, compared with July, 1914, were relatively highest, 
71.4 per cent above the former level. The cost of sundries was 60.5 per 
cent higher than in July, 1914. Thus, while for some individual commodities 
the pre-war price level has been reached, this is not true of wage-earners’ 
living expenditures as a whole.” 
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An international enquiry into costs of living; a comparative study of worker; 
living costs in Detroit (U.S.A.) and fourteen European cities. (Geneva: 
Internat. Labour Office. Boston: World Peace Foundation. 1981. Pp. y 
209. $2.) 

The international gold problem: collected papers. (New York: Oxford Uniy. 
Press. 1981. Pp. 240. $4.50.) 

This gives a record of the discussion of a study group of members of 
the Royal Institute of International Affairs, held in London during 1929- 
1931. They include 8 papers, each being followed by comments of those 
taking part in the conference. Among those presenting papers were Sir 
Josiah Stamp, D. H. Robertson, Joseph Kitchin, Sir Otto Niemeyer, Dr, 
M. Palyi, C. H. Kisch, R. H. Brand and Charles Rist. The discussions 
were informal. In the appendix is a bibliography of 10 pages. 

Memorandum on commercial banks, 1913-1929 (Geneva: Economic Intel- 
ligence Service, League of Nations, Boston: World Peace Foundation. 193], 
Pp. 429. $3.) 

The volume opens with a general introduction of some 60 pages con- 
taining an analysis of the main features of post-war commercial banking 
up to the beginning of the present depression. Whenever possible compari- 
son is made with the last pre-war year. 

The introduction is followed by a series of chapters dealing with the 
banking system of the individual countries, describing its development, 
composition and characteristics. The main provisions of the banking legisla- 
tion in force are also set forth. 

The introduction discusses briefly the movement toward concentration 
in banking and the tendency to merge investment and deposit banking. Pub- 
lic banks on the Continent are increasing. There has been a universal shift 
in the case of both deposits and credits from short-term to long-term ac- 
counts. The study includes a detailed analysis of the composition of assets 
and liabilities, and also of the ratio of expense and depreciation accounts to 
gross profits. A summary is given of the banking position of 28 countries, 
including that of the United States. 

National bank failures in Nebraska. Nebraska stud. in bus. no, 29. (Lincoln: 
Univ. of Nebraska. 1931. Pp. 64. 50c.) 

Prices in Canada and other countries, 1931. Issued as a supplement to The 
Labour Gazette, Jan., 1932. (Ottawa: H. M. Stationery Office. 1932. Pp. 
30.) 


Public Finance, Taxation and Tariff 


Direct Taxation in Austria. By Joun V. Van Sicxxiz. Harvard econ. 
stud., no. 85. (Cambridge: Harvard Univ. Press. 1931. Pp. ix, 
232. $3.00.) 

This study was awarded the Wells Prize for 1928-29. It deals with 
the Austrian system of direct taxes during the war period and the 
years of financial chaos that followed. The author has been particularly 
interested in the social and political aspects of financial policy, with 
special reference to the formulation of this policy by, and in the in- 
terest of, the dominant group. Such an experience is by no means pe- 
culiar to Austria. 
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An opening chapter describes the structure of the pre-war direct tax 
system. This system embraced the taxes which would be recognized here 
if property, business, and income taxes. Those who are dissatisfied with 
American taxation would do well to read this chapter. It would be 
a fairly certain cure for the notion that such matters had been handled 
better in that part of the world. 

The exigencies of war led to complete governmental control of the 
economic life of the nation. In fact, this course had been determined 
upon as a matter of policy before the conflict began. One of the most 
interesting and significant chapters of the book is that which describes 
the effects of the policy of property conscription. This chapter should 
also be widely read here, since property conscription has received au- 
thoritative endorsement as a mainstay of financial policy in the next 
war. 

The Austrian experience indicates that property conscription would 
have been successful had the war lasted a year or less. It broke down 
during a four-year struggle through lack of stimulus to production, 
and in the end weakened the Empire politically, economically, and fi- 
nancially. As the failure of conscription became evident, resort was had 
to increased taxation; but since the conscription policy had prevented 
any increase of taxable capacity from which heavier taxes could be 
paid, the way was more definitely opened to inflation. 

The story of post-war direct taxation in Austria is well told by 
Dr. Van Sickle, despite the intricacies of the subject. The reviewer’s 
chief impression from this story is of the financial sterility of the post- 
war political leaders, and particularly the socialists. The direct taxes 
were juggled continually for political purposes, and in the interests of 
such groups as happened to be dominant in the new Austria at the mo- 
ment. The problem of allocating taxes to central or local governments, 
in proportions consonant with the respective functional responsibilities 
of these governments, presented difficulties in Austria as they have else- 
where. These disputes were quieted, although they were not really re- 
solved, by an arbitrary assignment of yields to central and local treas- 
uries. 

The emergence and the failure of the capital levy are described in 
some detail. A concluding chapter sets forth candidly the arguments 
for this levy, and then with equal candor punctures them. If a state 
can enforce progressive taxation for the purpose of debt redemption, the 
author concludes, it can enforce the capital levy, but a capital levy 
would be unnecessary under such circumstances. If it cannot collect 
a taxes, its administration of the capital levy is quite certain 
to fail. 


The conclusion reached from the survey of the post-war fiscal de- 
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velopments is that the internal administration was responsible in no 
smal] measure for the collapse of the crown and the bankruptcy of the 
country. In the opening months of the Republic laws were enacted to 
collect back taxes, to provide new revenues and to prevent the flight of 
capital from the proposed capital levy. These laws were followed by a 
whole series of radical measures—unemployment relief, an eight-hour 
law, holidays with pay, the creation of new socialized enterprises, work- 
ingmen’s councils, and the like. In short, the government set out to sup- 
port the citizens, and incidentally, to lift itself by the bootstraps. The 
operation of external forces in producing the collapse is not denied, 
but the importance of these fantastic internal measures is stressed. The 
account closes with the reconstruction of Austrian finances under the 
leadership of the League of Nations. 

The book is noteworthy for the presentation of the underlying social 
and political factors in elucidation of the purely fiscal changes. At this 
distance it is impossible for a reviewer to judge as to the correctness 
of this interpretation; but Dr. Van Sickle has achieved a unity and con- 
sistency of treatment which argue persuasively for his objectivity and 
scfentific accuracy. 


H. L. Lurz 


Princeton University 
NEW BOOKS 
Berni, B. La riforma delle finanze locali, con particolare riferimento al 
dazio consumo. (Modena: E. Bassi. 1980. Pp. 169. L.10.) 
Beverwwce, W. Tariffs: the case eramined. (New York: Longmans Green. 
1931. Pp. xi, 300. $2.) 

This discussion of the tariff question may be regarded as a protest against 
Britain’s departure from her traditional policy of free trade. “Her place 
in the economic life of humanity will depend at last, not on any fiscal device, 
but on her efficiency, on how completely she can slough off bad habits and 
keep young in a changing world. ... If her future be dark, it will be less 
dark, and if her future be bright, it will be more bright, with Free Trade 
than without it.’’ Separate chapters are devoted to a treatment of the rela- 
tionships of tariffs to the relief of unemployment, the improvement of Brit- 
ish agriculture and the development of large-scale production. It is shown 
that protection offers no solution for these pressing problems. 

Though especially prepared for the general reader, the book contains 
several chapters that may be of interest to economists. The chapter on 
“Quotas and import boards” is interesting; and, in view of the forthcoming 
Imperial Economic Conference at Ottawa, the discussion of the possibilities 
of imperial preference is most timely. In the chapter on “Tariffs as instru- 
ments of international equilibrium” the authors deal with Mr. Keynes’s ad- 
vocacy of protection as it appeared in his Treatise on Money and in the Ad- 
dendum to the Report of the Committee on Finance and Industry. Mr. 
Keynes’s suggestion that a tariff might well be employed to effect short 
period international] financial adjustments is carefully considered and shown 
to be inadmissible. And in the “Epilogue,” written after Britain’s depar- 
ture from the gold standard, it is pointed out that the change in British 
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monetary policy has destroyed the whole case for a tariff to redress the bal- 
ance of trade and has relegated all such discussions (for the time being, at 
any rate) “to the shelf of academic curiosities.” 


E. Freeman 


Cuiumenti, V. Guida del contribuente 1930. New ed. (Bologna: Stab. Polig. 
Riuniti. 1930. Pp. xvi, 1120. L.20.) 

Corarusso, A. Le doppie imposizioni nei rapporti internazionali. (Padua: 
A. Milani. Pp. xi, 97. L.14.) 

Currera, A. T'raslazione ed incidenza delle imposte di confine. (Milan: Fas- 
sinetto e Antonini. Pp. 83. L.8.) 

Davenerty, M. M. Studies in tazation in Delaware highway finance. Bull. 
no. 169. (Newark: Univ. of Delaware Agric. Exper. Station. 1931. Pp. 72.) 

In this excellent study the author not only presents a historical survey 
of the financial policies followed by the state, by its three counties, and 
by the local units in the construction and maintenance of highways, but 
discusses the results of these policies and the problem of highway finance 
as it is today in the state of Delaware. 

Delaware is in a unique position as far as its highway finance problem 
is concerned. Due to gifts from two members of the du Pont family, the 
state had no debt service to provide for on a considerable part of its highway 
construction. 

The study brings out the bad practice of the counties of issuing bonds 
maturing years after the probable life of the improvement. The worst ex- 
ample is an issue of bonds authorized in 1909 which will mature serially 
from 1945 to 1964. 

The author gives an excellent discussion of the use of bonds as opposed 
to taxes as a means of financing public improvements, but the most inter- 
esting and original discussion relates to the theoretical limits of highway 
extension. 

Thirty-one statistical tables and seven graphs aid in making the facts 
clear. 


Henry F. 


De Virrt pe Marco, A. Grundlehren der Finanzwirtschaft. (Tiibingen: Mohr. 
1932. Pp. xxviii, 334. M.15.) 

Forzes, R. Purchasing for small cities. (New York: Municipal Admin. Serv- 
ice. 1932. Pp. ii, 18. 25c.) 

Fraser, L. M. Protection and free trade. Day to day pamph. no. 5. (London: 
Hogarth Press. 1981. Pp. 52.) 

Garitut, V. L’imposta complementare sul reddito complessivo: dottrina, legis- 
lazione, istruzioni, giurisprudenza. (Milan: Soc. Ed. Libraria. 1930. Pp. 
x, 287.) 

Garino, C. A, Problemi di finanza, Lezioni tenute nella R. Universita di Pisa 
per il corso di finanza pubblica nello stato corporativo. (Turin: Lib. Sci. 
Giappichelli. 1930. Pp. 107. L.12.) 

Granam, G, A. Special assessments in Detroit. (Urbana: Univ. of Illinois. 
1932. Pp. 818. $2.50.) 

Grauam, G. M. Arguments against federal motor vehicle excise taxes. Address 
before Ways and Means Committee, U. S. House of Representatives, 


a 23, 1932. (New York: Nat. Automobile Chamber of Commerce. 1932. 
p. 31.) 
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Grit, G. Come si applicano le imposte e tasse in Italia: manuale pratico per 
i contribuenti. (Milan: ‘Riv. di Finan. Moderna.” 1931. Pp. 382. L.25.) 
Hurtcurnson, R. G. State-administered locally-shared taxes: development ix 

the state and local tax systems of the United States. (New York: Columbia 
Univ. Press. 1931. Pp. 157. $2.25.) 

This interesting and valuable monograph deals with the growth of the 
class of taxes discussed and also with the increasing control of the state oye; 
local functions through their use. 

“Before 1900 there were seventeen such tax laws, most of which were 
on corporations. The greatest increases came from 1910 on, as the motor 
vehicle taxes became more important. In the last decade the largest number 
of cases have appeared in the gasoline taxes, and the common carrier tay 
is becoming more and more important. On January 1, 1930, there were in all 
142 taxes which were state-administered and locally-shared. 

“In studying these state-administered locally-shared taxes there are cer- 
tain lines of inquiry which have been uppermost in the writer’s mind: First, 
why has the tax been returned? Second, what proportion is returned, and is 
this proportion tending to increase or decrease? Third, is the revenue reap- 
portioned, i.e., returned in whole or in part on some basis which distributes 
it to a locality other than that from which it was collected, or is it returned 
to the locality from which it has been collected? Fourth, does the state make 
special requirements when it returns this revenue? Fifth, what control is 
obtained through the requirements laid down for the use of the share re- 
turned? Sixth, is the revenue substantial enough to afford the local district 
any relief? From these different lines of inquiry the influence of this fiscal 
device on the locality should be ascertained.” 

In 1902, such taxes formed less than one per cent of total local revenue; 
by 1928, they formed 5.6 per cent. In 1928, 71, or half of the 142 taxes 
of this class, were returned to the local units where they were collected and 
half were reapportioned in an attempt to meet needs. In a few cases, reap- 
portionment is based upon the assessed value of property, apparently in 
order to improve assessment, but without much real influence in that direc- 
tion. In this study most attention is given to corporation, inheritance, motor 
transportation, income, forest and severance taxes. 

An illuminating chapter deals with similar taxes abroad, namely, those 
of Germany, France, and England. The following signficant quotation is 
taken from Mr. Sidney Webb’s Grants in Aid. 

“The National Government, in the course of the three-quarters of a cen- 
tury from 1832, successively ‘bought’ the rights of inspection, audit, su- 
pervision, initiative, criticism, and control, in respect of one local service 
after another, and one kind of local governing body after another, by the 
grant of annual subventions from the National Exchequer in aid of the local 
finances, and therefore, in relief of the local rate-payer.” 

Miss Hutchinson points out or implies that our states are slowly follow- 
ing somewhat the course of England but that the pace is very slow be- 
cause of widespread attachment to home rule. 


Roy G. Biaxey 


Jensen, J. P. Property taxation in the United States. (Chicago: Univ. of Chi- 
cago Press. 1981. Pp. xvi, 582. $4.) 

The reader will find in the pages of this volume the most nearly complete 

exposition of the general property tax in the United States that has been 
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published. Beginning with a chapter on the fiscal importance of property 
taxes, the treatment includes an account of the development of the taxation 
of property, the theory of the general property tax, the definition of taxa- 
ble property, the matter of exemptions, the uniformity rule, the classified 
property tax, the taxation of financial organizations, the taxation of spe- 
cial forms of capital and land, the separation of state and local revenues, 
the inventory of property in the tax list, and lastly, a number of chapters 
on assessment and ways of improving it and a consideration of collection 
and delinquency and tax limitations. 

The essentials of fact and interpretation derived from the vast literature 
of the general property tax are presented in thoughtful, well-considered 
form. The book is adequately, even richly, documented, and a serviceable 
bibliography on property taxation is included. 

Professor Jensen finds that if the property tax could have been eliminated 
by adverse criticism it would have been eliminated long ago. Yet he ob- 
serves that it persists. From this fact of its survival he is led to believe that 
it should survive. Thus he remarks: “The tenacity with which the general 
property tax persists in all the states for local though not for state purposes 
suggests that taxes on property ought to be continued. If state legislatures 
can find no suitable alternatives, there appears to be nothing else to do. 
Fortunately, the thing they are driven to do is also the correct thing, with 
two important reservations.”’ These reservations are that not all property 
should be taxed and that property taxes should be supplemented by other 
taxes. 

The reviewer agrees with the reservations but is doubtful of the conclu- 
sion that property taxes should be continued because of their persistence 
as a source of local revenue. He believes that the author is on firmer ground 
when he emphasizes—as he does—the difficulty of finding a substitute for 
property taxes. 


M. Kenprick 


Morrison, H. C. The management of the school money. (Chicago: Univ. of 
Chicago Press. 1982. Pp. xx, 522. $4.) 

MorseLui, E. Corso di scienza della finanza pubblica. (Padua: Salmin alla 
“Minerva.” 1980. Pp. xviii, 425. L.22.50.) 

Moscon1, A. Esposizione finanziaria fatta alla camera dei deputati nella 
seduta del 31 maggio, 1930. (Rome: Lib. dello Stato. 1930. Pp. 80.) 

Ponp, C. B,. Full value real estate assessment as a prerequisite to state aid in 
New York. Spec. rep. of State Tax Commission, no. 3. (Albany: J. B. Lyon. 
1931. Pp. 189.) 

Dr. Pond has made an interesting contribution to his subject. From the 
beginning the monograph digs incisively into the problem: (a) stating the 
tax assessment situation; (b) analyzing the various remedies which have 
been proposed and tried out; (c) canvassing the results of conditioned 
grants-in-aid; and, finally, (d) setting forth the proposal that state aid 
to local communities for schools, highways, and other purposes be condi- 
tioned upon a reasonable approximation of full-value assessment of real 
property for tax purposes. As one would expect, the best part of the work 
is that devoted specifically to the proposed remedy for under-assessment 
rather than the more bulky discussion preliminary to the positive statement 
of the plan offered. The plan is designed to apply to New York, but the 
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author appears to think that the principles involved might apply equally 
well to many if not all other states. : 

Three criticisms of genera] statements seem valid. In the first place 
the author remarks on page 8 that the decline in the percentage of personal 
property assessed for tax purposes and the absolute relation of the personal 
to all property in New York is ‘‘cited as typical” of other states. As a mat. 
ter of fact neither the decline from 25.50 per cent of total assessment in 1865 
to 1.29 per cent in 1929 nor the ratio in 1929 is typical of other states, 
Indeed, though complete data are lacking, it appears that only one other 
state has such a low percentage of personal property tax assessed as has 
New York. The ratio of personal property to all property assessed in 
Kentucky in 1929 was 52.52 per cent. Secondly, it is difficult to reconcile 
the statement to the effect that, if good real estate assessments can be 
secured, “the remaining injustices and irregularities (of the property tax) 
are and can be considered relatively insignificant” (p. 8) with the proposi- 
tion that “landed property should not be called upon to contribute a greater 
share of its earnings to the support of government than other forms of 
capital (p. 39).” It is also difficult to agree with either statement, particu- 
larly the latter. In fact, the proposition seems directly opposed to such 
eminent authority as the National Tax Association committee appointed 
to prepare a plan for a model system of state and local taxation which re- 
ported to the 1919 National Tax Conference. Thirdly, chapter 3 seems to 
state inadequately the administrative improvements possible by measures 
already tried in several states in that it alleges the impossibility of reach- 
ing original assessments by the equalization process and in that it ignores 
the possibilities of improvement by direct state supervision of original as- 
sessments such as exists in some degree in a number of states. 

These vulnerable points, while germane and significant, are not funda- 


mental to the proposed plan. Mr. Pond has developed a novel remedy for 
the real estate assessment problem. 
James W. Martin 


Sauter, A. The bread tax. (London: The Labour Party. Pp. 12. 1d.) 

Spittmann, U. La economia finanziaria e la sua psicologia: temi e teoremi. 
(Rome: P. Maglione. 1931. Pp. 207. L.20.) 

Sraurrer, W. H. T'azation in Virginia. (New York: Century. 1931. Pp. xxv, 
309. $4.) 

Almost one-half of the space in this book is taken up by the 146 tables 
which the author presents, most of them concerned with Virginia tax col- 
lections. These tables contain much data that may be helpful to tax stu- 
dents throughout the country; the tables on income tax and inheritance tax 
collections, for instance, are illuminating; and the available material has 
been well assembled and intelligently manipulated. Tables such as the one 
containing real estate tax rates on assessed and true value for each of 173 
towns, without analysis of the significance of the differences from town 
to town, can on the other hand be of only restricted use until additional in- 
formation to accompany them is forthcoming. Furthermore, the author fails 
to give sources for most of the tables, so that one is often left in doubt as 
to whether their data represent field work by the author, unpublished ma- 
terial from files of the tax department or other official body, or transcripts 
from published sources. In certain important instances (e.g., in presenting 


ratios of assessed to true value) no indication is given as to the degree of 
reliability of the figures. 


1982 
in 
of 

sh 

di 

al 

lo 

0 

i 

Cc 

Si 


1932] Public Finance, Taxation and Tariff 861 


A careful description of the existing tax system, linked up with the data 
in the tables, makes the book suitable as a reference work for the student 
of state and local finance. The conclusions drawn directly from the figures 
show thoughtful handling of the data. In some of his statements of funda- 
mental tax and economic theory, however, the author is likely to find more 
disagreement with, or difficulty in understanding, his views. He does not 
appreciate, for instance, the reason for taxing dividends under the federal 
surtax while exempting them from the corporation tax (p. 157). He over- 
looks the weighty disadvantages of using a low-rate intangibles tax to sup- 
plement the income tax as concerns unearned income (pp. 74, 124). 

Although Dr. Stauffer believes that “structurally the present tax system 
of Virginia approaches the ideal” (p. viii), he is of the opinion that certain 
important changes should be made, including the extension of the intangi- 
bles tax to all intangibles (while retaining the personal income tax), the 
abolition of the annual capital stock tax with a concomitant increase of the 
corporation tax rate from 3 per cent to 4 or 44% per cent, an increase of the 
personal income tax rates and a lowering of the exemptions, and the creation 
of a responsible central agency with powers sufficiently broad to effect local 
improvement in assessment procedure—an improvement which has not been 
achieved by the device of segregation of sources. 


Cari Suoup 


Suttan, H. Die Staatseinnahmen. (Tiibingen: Mohr. 1932. Pp. vii, 200. 
M.14. 

Paes H. F. Real property leases and the federal income tax. Mich. bus. 
stud., vol. iv, no. 2. (Ann Arbor: Univ. of Michigan. 1982. Pp. 223. $1.) 
Taytor, H. Good business and the war debts (New York: Columbia Univ. 

Press. 1982. Pp. 32. 25c.) 

The United States “should cancel the debts owed to us by our former 
allies simply and solely because it will pay us to do so.” 

Wacer, P. W. and Tuomson, R. B. Tazation of forest property in North 
Carolina. Progress rep. of the forest taxation inquiry, no. 17. (Washington: 
Supt. Docs. 1932.) 

Watter, A. G, and Weiss, H. B. Farm tazation in New Jersey. (New Bruns- 
wick: N. J. Agric. Exper. Station. 1931. Pp. 29.) 

The factual analysis composing most of this volume is interesting and 
useful to the student of taxation. For the most part the statistical data ap- 
pear to have been carefully developed and to give a reasonably complete 
picture of the increase in New Jersey farm taxation, the present relation 
of taxes to agricultural income, and the effectiveness of farm assessments 
in the state. From the point of view of the student the report is marred by 
a distinctly propagandist tone. On page 23, for example, we find such ex- 
pressions as “the situation is intolerable. ... How are farmers to meet this 
unjust and oppressive tax burden?” According to the report the index of 
taxes on farm lands and buildings on the basis of 1915 was 317 in 1980. 
If all New Jersey revenue receipts in 1913 be compared with those in 1928 
as reported by the Census Bureau and the Commission to Investigate County 
and Municipal Taxation and Expenditures, respectively, it will be found 
that the index is about 550. The farmer’s share in the general increase in 
taxes seems to have been less than the average. 


James W. Martin 
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Witiovensy, W. F. Financial condition and operations of the national gop. 
ernment, 1921-80. Stud. in admin. no. 25. (Washington: Brookings Inst, 
1931. Pp. xii, 234. $3.) 

This is a timely contribution to the budgetary studies fostered by the 
Brookings Institution. In a previous volume, The National Budget System 
with Suggestions for Its Improvement, in 1927 Dr. Willoughby gave 4 
scholarly description of the federal budget act of 1921 and its financial ad- 
ministration ; the present companion study sets forth the actual financial Op- 
erations under the budget system over a ten-year period. The work is with- 
out doubt of such high order in conception, content and form as to give it 
public interest and make it useful to intelligent planning of future govern- 
mental! policies. 

The problem is one of determining and stating the financial condition 
and operations of the national government both from the viewpoint of ac- 
countancy and of sound public administration. Fidelity in financial state- 
ments is only one objective, the economic and collective significance of data 
as presented in the reports needs also to be made ascertainable. It is stil! 
difficult even for those directly concerned with the conduct of governmental 
affairs readily to determine the facts regarding treasury resources and ob- 
ligations and treasury receipts and expenditures. As intended by the author, 
one by-product of the study and of the form in which it presents the facts 
regarding the government’s financial condition and operations should be 
that it will lead to an improvement in the manner in which financial data are 
now given in the official reports. 

Parts I to V present in order both pertinent comment and tabular data 
showing respectively the government’s financial condition, operating state- 
ment, federal income, federal expenditures and public debt from 1921 to 
1930. Thirty-five tables and 15 charts are utilized conveniently in the 
analysis, and the appendix shows (1) the money cost of the world war to 
June 30, 1930, and (2) the receipts, expenditures, and public debt during 
the entire period of the life of the national government, 1791 to 1930. 

Proper accounting distinctions are scrupulously observed throughout the 
analyses. The operating statement shows the real results of the government's 
operations during the year, whereas the statement given in the annual budget 
submitted to Congress, in arriving at its surplus, fails to distinguish be- 
tween federal receipts and income, between that part of income constituting 
revenue and non-revenue, between federal disbursements and expenditures 
and between that part of federal expenditures constituting governmental 
costs and non-governmental costs. Although the budget statement does in- 
clude payments made for debt reduction from so-called ordinary receipts, 
it does not include such payments from treasury surplus. Hence any surplus 
shown does not by any means furnish accurate information regarding the 
extent to which the government has lived within or exceeded its real income 
during the year. 


F. E. 


Waicut, P. G. The American tariff and oriental trade. (Chicago: Univ. of 
Chicago Press, for the Am. Council, Inst. of Pacific Relations. 1931. Pp. 
177. $2.) 

This monograph marks a new departure in tariff studies. In the pub- 
lications of the Tariff Commission, in the studies of Taussig, M. A. Smith, 
Edminster and Berglund, and in previous writings of the present author, the 
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effects of protective duties on specific branches of American industry and 
agriculture—wool growing, sugar cultivation, cattle raising, iron and steel 
manufacturing, cotton, woolen and silk manufactures—have been analyzed. 
Aside from the Commission’s reports on Cuba and the Philippines, little 
has been printed dealing with the effects of our tariff on the industries of 
other countries and on our trade relations with them. 

In four chapters describing the economic organization of modern Japan, 
Mr. Wright shows how rapid industrialization has made its business inter- 
ests increasingly sensitive to changes in foreign tariffs, particularly those 
of the United States where 42 per cent of Japanese exports are marketed. 
The Fordney-McCumber act accorded Japanese goods about as liberal treat- 
ment as they received in other foreign markets. In the Smoot-Hawley Tariff 
only 5 per cent of the total imports from Japan were subjected to increased 
rates of duty. Yet the selection of commodities on which higher rates were 
imposed was both unfortunate and annoying from the point of view of 
Japanese business men. Their representations, submitted along with those 
of 35 other countries before the bill was passed, were entirely disregarded 
by Congress. Rates were raised on articles not directly competitive with 
any American product, such as porcelain dinnerware, lily bulbs, and straw 
braids. 

Such duties, it appears, hurt Japanese without benefiting Americans. 
Raw silk, constituting over 75 per cent of all exports from Japan to the 
United States, remains on the free list. But Japan in order to furnish em- 
ployment for its rapidly growing labor force wants to stimulate produc- 
tion and exports of highly fabricated goods. This aim runs counter to an 
established principle of American tariffs, viz., that the scale of duties shall 
rise with the stage of manufacture of imported goods. “Against all of those 
commodities which it was most to Japan’s interest to export, namely goods 
in an advanced stage of manufacture, high duties were levied; and these 
duties were in general higher in the Act of 1922 than in the Act of 1913 
and higher in the Act of 1930 than in the Act of 1922.” 

To China the vicissitudes of American tariff policy are shown to be of 
less concern, since only a small proportion of her principal exports are mar- 
keted here. Yet high duties on non-competitive products (90 per cent on 
handmade lace) are a source of annoyance. 

Chapters on “The vegetable oils,” “Raw silk and silk manufactures,” 
and “Japanese pottery” present a wealth of technical detail essential to 
thorough understanding of tariff problems raised by imports of these com- 
modities. Throughout the book Mr. Wright sustains his reputation for care- 
ful workmanship and the avoidance of hasty generalizations. 

Percy Wetts 


The balance of payments and the foreign debt of the U.S.S.R. Mem. no. 4. 
(Birmingham: Birmingham Bur. of Res. on Russian Econ. Conditions. 
19382. Pp. 24.) 

Commissione di studio per la riforma della finanza locale. Vol. I. (Rome: 
Lib. dello Stato. 1930. Pp. 288.) 

Current taw problems in New York State. (New York: National Ind. Conf. 
Board. 1931. Pp. x, 146. $2.50.) 

The Conference Board has sought in this study (p. v) an answer to two 
questions: (a) is real estate unduly burdened by taxation and can it be re- 
lieved, and (b) do sales taxes in any form offer a suitable solution to the 
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problem of heavy real estate taxes? Incident to the analysis to secure an. 
swers to these questions, Messrs. Tharp and Baldwin, who conducted the 
survey, have made interesting excursions into other aspects of New York 
finance. Analysis of the property tax situation in the state of New York and 
of sales tax experience elsewhere in the United States and its possessions 
develops several conclusions: (a) the personal property tax in New York js 
archaic and should be eliminated; (b) relatively, the real estate tax it New 
York has increased less rapidly than is generally thought and in absolute 
terms it has probably declined in the past several years; (c) distinct im- 
provement in real estate taxation through better administration, i in keeping 
with research reports which have already been published in the state, is 
possible; (d) in the light of experience neither general turnover taxes nor 
retail sales taxes can be trusted to work distinct improvement in the tax 
situation; and (e) although they are less objectionable, selective taxes are 
not particularly desirable in a state like New York where the population in 
large part is very near the borders of other states. 

Generally spez shies : this report is less comprehensive than the recently 
published Part 3 of the Re en of the New York State Commission for the 
Revision of the Tax Laws, but the reasons for the Board’s views are more 
completely andy Among other points developed are: the desirability of re- 
ducing the exemptions provided in the personal income tax law; extension 
of business income taxation to unincorporated enterprises; unification and 
improvement in public service corporation taxes; and the increase in the 
rate of the gasoline tax to provide increased highway revenues thereby les- 
sening the burden on real estate for road purposes. The report is less meticu- 
lously accurate than could be desired. This is illustrated by failure of the 
authors to discover all the separation states (p. 132) and confusion of wealth 
with property (p. 133 

James W. Martin 


The federal fiscal emergency. (New York: National Ind. Conf. Board, 1982. 
Pp. xi, 84. $1.50.) 

Federal and state tax systems. 8rd ed., prepared under the direction of the 
N. Y. State Tax Commission. (Chicago: Commerce Clearing House. 1982. 
Pp. 145. $10.) 

A general discussion of some phases of taxation under the New York state taz 
law and the federal revenue sta eee (New York: N.Y. State Soc. of Cert. 
Pub. Accountants. 1932. Pp. 

Motor vehicle taxation in Pirin, Doc. no. 7. (Richmond: Virginia State 
Chamber of Commerce. 1932. Pp. 46.) 

The national aspect of the debts of the States of Mississippi repudiated before 
the Civil War. Extract from 58th annual rep. of the Council of Foreign 
Bondholders. (London: Council of Foreign Bondholders. 19382. Pp. 22.) 

The pound and the dollar of gold debts and tazes. (Paris: Vendome Press. 
1932. Pp. 128.) 

Relazione, schema di disegno di legge: allegati della Commissione di Studio 
per la Riforma della Finanza Locale. (Rome: Lib. dello Stato. 1980. Pp. 
viii, 175.) 

A report on educational services and costs. Rep. no. 8. (Trenton: Commission 
to Investigate County and Municipal Taxation and Expenditures. 1932. 
Pp. ix, 154.) 
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Report of the Tax Board of the Territory of Hawaii. Two vols. (Honolulu: 
Tax Board of the Territory of Hawaii. 1931. Pp. 52; xvi, 137.) 

This is published in the form of (a) an appraise! report, (b) an economic 
survey by Professor Fairchild and (c) a series of recommendations by the 
Territorial Board itself. The recommendations are incorporated in the Fair- 
child volume (pp. vi and vii). 

The most substantial part of the study is the report by Professor Fair- 
child regarding the general tax situation. This emphasizes rather strongly 
the existing business tax system of Hawaii, which is peculiar and which 
appears to be simply a means of applying the general property tax. Profes- 
sor Fairchild’s recommendations in this matter may be said to follow the 
outline of the model tax committee of the National Tax Association. In 
addition, Professor Fairchild includes consideration in some detail of in- 
heritance and estate taxation and of motor vehicle taxation. Finally, there 
are constructive proposals respecting motor vehicle taxation. Hawaii does 
not utilize gasoline taxes. 


James W. Martin 


Reports of the United States Board of Tax Appeals, February 1 to April 30, 
1931. Vol. 22. (Washington: Supt. Docs. 19382. Pp. 1512. $2.50.) 

The revenue system of New Jersey. Rep. no. 6. (Trenton: Commission to In- 
vestigate County and Municipal Taxation and Expenditures. 1931. Pp. 
xii, 276.) 

This volume is designed specifically to set out the local tax system of 
New Jersey and to offer constructive suggestions for improvement. To ac- 
complish these purposes, an able analysis of the entire state and local reve- 
nue system is developed. 

In general the recommendations of the Commission are courageous but 
not revolutionary. It is recommended that all property and all business be 
made subject to tax. Likewise it is proposed that personal taxation, now 
more or less unsatisfactory, should be universally applied. The suggestion 
is that every individual having substantial income be taxed under a gradu- 
ated personal income tax act and that a moderate poll tax be applied to those 
persons not having considerable income. The Committee is definitely on 
record for taxing intangibles at a low rate and also taxing the income de- 
rived from the ownership of these intangibles. Numerous miscellaneous 
suggestions for improvement in other taxes, some of which have been in- 
cluded in earlier reports by the Commission, are incorporated in the dis- 
cussion. It is emphasized that improvements in the tax system should be 
designed to secure revenues more economically, that is, on the basis of a 
fairer distribution of the burden and of less interference with business ac- 
tivity, rather than that revenues should be increased in any substantial way. 
The state should not discontinue its property tax levy for state purposes 
because state government should interest itself in local affairs and because 
discontinuance of this would render impossible the use of proposed new 
revenue sources for the purpose of equalizing local tax burdens. 

James W. Martin 


Some facts about copper and its need for tariff protection. (Washington: 
W .W. Lynch, Secretary, Hotel Washington. Pp. 18.) 
Tazation. (London: Sweet & Maxwell. 1931. 5s. 6d.) 


Taxation of foreign and national enterprises in France, Germany, Spain, the 
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United Kingdom and the United States of America. (Geneva: League of 
Nations. 1932. Pp. 275.) 

At the general meeting of Governmental Experts on Double Taxation 
and Fiscal Evasion held in Geneva in October, 1928, under the auspices of 
the League of Nations, one decision reached was to effect a permanent or- 
ganization whose purpose should be, among other things, to gather informa- 
tion concerning the taxing systems in existence in the principal countries 
of the world. This work was entrusted to the recently formed Fiscal Com. 
mittee which was materially aided by a grant of $90,000 from the Rocke- 
feller Foundation secured primarily through the efforts of Dr. Thomas §, 
Adams of Yale University, the American member of the committee. Mr. 
Mitchell B. Carroll, formerly chief of the Tax Section, Commercial Laws 
Division, of the Department of Commerce, Washington, D.C., and subse- 
quently a special attorney in the Bureau of Internal Revenue, was ap- 
pointed by the League of Nations to undertake a general survey of the 
taxing systems of the principal countries of the world. The results of this 
study to date are set forth in the volume under review. 

The book is divided into six principal parts. The first presents a general 
survey of the allocation methods employed in France, Germany, Spain, 
the United Kingdom, and the United States of America in determining in- 
come tax liability. The remaining sections deal specifically with the tax 
system and allocation methods of each of the five countries mentioned. Mr. 
Carroll has been exceptionally successful in having the same style of treat- 
ment of such a complex topic followed by the persons who prepared the 
articles dealing with their respective national systems. 

Another feature of the book especially worthy of commendation is the 
carefully prepared table of contents which, instead of following the usual 
form, presents a complete analysis of the topics considered with divisions 
and sub-divisions of them so that it is easy for anyone interested in the 
subjects considered to find the exact reference at almost a moment’s notice. 
The inquiry will be continued on the same lines in other European and 
extra-European countries. 

Joun G. Hernpon, Jr. 


Population and Migration 


International Migrations. Vol. Il. Interpretations. Edited by Waurex 
F. Witicox. (New York: National Bureau of Economic Research. 
1931.Pp. 715. $7.00.) 


These two volumes are the most inclusive and scholarly work on 
modern migration which has yet been published. The first volume on 
international migration statistics was compiled on behalf of the Inter- 
national Labor Office, Geneva, with introduction and notes, by Imre 
Ferenczi. The second volume is a critical interpretation of migration sta- 
tistics by a number of authorities in the more important emigration- 
exporting and immigration-receiving countries. 

Professor Willcox is author of the first two chapters in volume II, 
i.e., on the increase of the population of the earth since 1650, and im- 
migration into the United States. According to this writer the popu- 
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lation of the earth has increased since 1650 from about 465,000,000 to 
about 1,820,000,000. We are also told by Professor Willcox that nearly 
40,000,000 immigrants entered this country between 1820 and 1930, 
and that the net immigration amounted to about 27,800,000 during this 
period. Canadian and Mexican immigration before 1908 was unrecorded. 
Before January 1, 1908, an alien travelling in the first or second cabin 
was not classed as an immigrant. Alien seamen deserting their ships at 
American ports were not counted. 

Writers on other immigrant-receiving countries tell us that immi- 
grants in Canada are more inclined to crime than the native born; 
that immigration to South America has been overwhelmingly Latin, and 
has run as high as 75 per cent illiterate; that immigration to Australia 
and New Zealand has been almost entirely from the British Isles; that 
after the World War France stood next to the United States as an im- 
migrant-receiving country, and that France may expel immigrants at 
will. 

Between 1820 and 1924, Europe exported 55,500,000 emigrants, 
19,000,000 of which left the British Isles. Notwithstanding this whole- 
sale mass emigration, the population of Europe is estimated to have 
increased from about 187,000,000 in 1800 to about 401,000,000 in 1900 
(478,000,000 in 1929). 

The Irish potato famine of 1847 is termed the most potent factor 
which has ever influenced the flow of emigration. There had always been 
a steady flow of emigration from England, but after the famine had 
stimulated emigration from Ireland, Germany began to send out great 
numbers, followed by the Scandinavian countries. After 1880 mass emi- 
gration from countries of southern and eastern Europe began a stream 
which, during the first quarter of the twentieth century, outnumbered 
immigration from northern and western Europe three to one. 

The World War practically eliminated mass migration, but immedi- 
ately after the war, emigration from Europe gave every sign of sur- 
passing in volume even the 1,000,000 per year mark established before 
the war. This tide of immigration, mostly from countries of southern 
and eastern Europe was cut short by immigration restriction in the 
United States and certain other countries of the New World. 

While less than half as many Jews have entered this country as Ital- 
ians since 1908, after emigration from this country is subtracted, we 
find that more Jews have remained here since that date than any other 
racial group. As regards permanence of migration, family movement, 
sex distribution, and occupation, the Jewish immigration, we are told 
by the writer on that subject, resembles immigration from northern and 


western Europe more than it does that from southern and eastern Europe 
where it originated. 
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There are also interesting chapters on Mexican, Indian, and Japanese 
emigration besides the chapters on European countries. The appendix 
contains a critique of official United States immigration statistics, This 
volume and its predecessor should be indispensable source books to the 
student of immigration and population problems. 


Guy Irvine Burcr 


Population Reference Bureaw 


NEW BOOKS 


Boxprini, M. La fertilita dei biotipi: saggio di demografia costituzionalistica, 
(Milan: Soc. Ed. “Vita e Pensiero.” 1931. Pp. xiii, 288. L.20.) 

Canen, A. Statistical analysis of American divorce. (New York: Columbia 
Univ. Press. 1932. Pp. 149. $2.25.) 

Frazier, E. F. The negro family in Chicago. Sociological ser. (Chicago: 
Univ. of Chicago Press. 1982. $3.) 

Gavan, L. Calcolo delle probabilita di morte in generale e applicazione alla 
misura della mortalita infantile nella popolazione italiana dal 18738 in poi, 
Alcune osservazione sul VI censimento della popolazione italiana, I dicem- 
bre, 1921. (Rome: Ist. Centrale di Stat. del Regno d'Italia. 1931. Pp. viii, 
154. 1.12.) 

Gin1, C. Nascita evoluzione e morte delle nazioni: la teoria ciclica della popo- 
lazione e i vari sistemi di politica demografica. (Rome: Lib. del Littorio. 
1930. Pp. 137. L.10.) 

Grint, C. and De Finertt, B. Calcoli sullo sviluppo futuro della popolazione 
italiana. (Rome: Ist. Centrale di Stat. del Regno d'Italia. 1931. Pp. x, 130. 
L.12.) 

Green, H. W. Population characteristics by census tracts, Cleveland, Ohio, 
1980. (Cleveland: Plain Dealer Pub. Co. 1931. Pp. ix, 236.) 

LanpMAN, J. H. Human sterilization: the history of the sexual sterilization 
movement. (New York: Macmillan. 1932. Pp. xviii, 341. $4.) 

Mompert, P. Bevolkerungsentwicklung und Wirtschaftsgestaltung sur Frage 
der Abnahme des Volkswachstums. (Leipzig: Hans Buske. 1932. Pp. vii, 
77. RM.4.30.) 

Russo, A. V. Rapporti fra il problema demografico e Veugenica. (Naples: Ed. 
del “‘Pensiero Sanitario.”’ 1930. Pp. 37. L.3.50.) 

Bevolkerungsaufbau WWohnungspolitik und Wirtschaft. (Berlin: Carl Hey- 
manns Verlag. 1931.) 

Le migrazioni interne in Italia nell’anno 1929. (Rome: Lib. dello Stato. 1930. 
Pp. xiii, 338.) 

Population bulletin, second series: United States summary, composition and 
characteristics of the population. 15th census of the U. S., 1980. (Washing- 
ton: Supt. Docs. 1931. Pp. 79.) 


Social Problems and Reforms 


NEW BOOKS 


Baxer, C. W. Pathways back to prosperity: a study of defects in our social 
machine and how to mend them. (New York: Funk & Wagnalls. 1982. Pp. 
xix, 851. $2.50.) 
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Bearpg, C. A., editor. America faces the future. (Boston: Houghton Mifflin. 
1932. Pp. viii, 416. $3.) 

This is a collection of papers grouped in two parts. Part I is entitled, 
“The new intellectual and moral climate.” This includes papers on “A 
planless world,” by Nicholas Murray Butler; “Must we reduce our stand- 
ard of living?” by William Trufant Foster and Waddill Catchings ; “Proph- 
ets without foresight,” by Edward Angly; “Down and out in Detroit,” by 
Charles R. Walker; “Can capitalism be saved?” by André Maurois, and 
“The responsibility of bankers,” by James Truslow Adams. 

The second group is entitled, ‘““Blue-prints for a planned economy.” This 
contains articles by the editor, Charles A. Beard, entitled, “A ‘five-year 
plan’ for America,” “Unemployment,” by Nicholas Murray Butler; 
“Stabilization of industry,” by Gerard Swope; “A demand for state action 
on a security wage,” by John T. Flynn; “The monetary factor in business 
depressions,” by William C. Ewing; “The advance of large-scale agricul- 
ture,” by Walter B. Pitkin; ‘““The state plan of Governor Philip F. La 
Follette’’; “President Hoover’s plan,” and “The rationality of planned 
economy,” by Charles A. Beard. 

Burry, W. H. I'he machine age at the crossroads. (Hollywood: Hollycrofters. 
1932. Pp. 50.) 

Cattcorr, M.S. and Waterman, W. C. Principles of social legislation. (New 
York: Macmillan. 1982. Pp. 416. $3.) 

Davie, M. R. Problems of city life: a study in urban sociology. (New York: 
Wiley. 1982. Pp. vii, 730. $4.25.) 

In every respect this volume stands forth as a superior work in its field. 
Economists and sociologists alike will welcome the emphasis which the 
author places upon the normal in city life, avoiding as far as possible the 
abnormal and the pathological. The book is exceptionally well written, 
factual material has been brought down to date and embraces many topics 
of real importance which are not ordinarily treated in a work on community 
problems. The style is interesting and the general presentation is such as 
to appeal equally to the lay reader and to the student. 

The book is divided into five major parts each dealing with a specific 
group of urban problems. The first part presents a picture of the economic 
and social conditions underlying the phenomenal growth of cities in modern 
times and the consequences ensuing. City planning and the traffic problems 
of urban communities are treated at considerable length. Part II is devoted 
to housing. The general causes of the housing problem are carefully pre- 
sented, while special attention is given to the tenement house aspect in 
New York City and London, the model housing projects, industrial hous- 
ing, garden cities and suburbs, and housing legislation. The author con- 
cludes that there are too many objections, chiefly political, to adopting 
direct governmental housing in the United States, but is not adverse to in- 
direct governmental aid. 

A comprehensive survey of the major aspects of public health is con- 
tained in Part III. Dr. Davie discusses the social and economic importance 
of health, the evolution of the public health movement and the control of 
disease within the urban environment. Other public health problems re- 
ceiving consideration are the public water supply, the disposal of urban 
wastes, vital statistics, protection of the consumer of foods and drugs, public 
and private health agencies and industrial hygiene. The fourth section of 
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the volume is devoted to modern problems of education in an urban ep. 
vironment. Adult education and vocational training and guidance are wel] 
handled, with stress placed upon their socio-economic implications, Th. 
chapter devoted to the American newspaper as an educational agency jg 
interesting and thought provocative, The final section of the book is given 
over to recreation in the machine age, commercialized and public facilities 
for recreation forming the basis for a rather detailed study. ‘ 
E. Monrz 


Davis, J. Contemporary social movements. (New York: Century. 1980, Pp. 
xx, 901. $5.) 

Professor Davis has skillfully brought between the covers of one volume 
excerpts from original sources and articles which describe the main features 
of utopian, Marxian, and modern socialism; communism, Fascism, coépera- 
tion, and the peace movement. The editor does not content himself with 
mere exposition, but has included critical articles, thought-provoking ques- 
tions and suggestive bibliographies. He has done his work well and has 
made it possible for large classes as well as isolated students to have a closer 
contact with the literature and aims of these movements than they could 
otherwise obtain. For them this book is both time-saving and a sure-footed 
stimulus to thought. 

Along with the compilation of such books, the reviewer believes there 
should also go the reprinting of the great creative works and pamphlets of 
the past and the purchase of many duplicates of them by libraries so that 
students may catch at first hand the enthusiasm and insight which comes 
from a handling of the sources. 

Paut H. Dovetas 


Deans, A. L. and Norton, H. K. Investing in wages: a plan for eliminating 
the lean years. (New York: Macmillan. 1932. Pp. viii, 155. $1.75.) 

Dennis, L. Is capitalism doomed? A challenge to economic leadership. (New 
York: Harper. 1932. Pp. xi, 328. $3.) 

Dix, L. The economic basis for the teacher’s wage. Lincoln School res. stud. 
(New York: Teachers Coll., Columbia Univ. 1931. Pp. xiv, 114. $1.75.) 

“In the present study, the author has examined the problem of salaries 
from the viewpoint of the contribution of the teacher to the economic wel- 
fare of society, recognizing, withal, that he is dealing with only one factor, 
yet an important one, in the multitude of relationships existing between the 
school and society as a whole. 

“Beginning with the theory of A. C. Pigou, that the national dividend 
will be at a maximum when occupational groups requiring equally scarce 
native abilities receive equal marginal incomes, this study, by statistical 
procedures, shows the place of teachers on such a most-advantage-to- 
society scale, thereby offering new evidence for a more intelligent recon- 
sideration of the problem. 

“The economic interests of the country as a whole would be best served 
if teachers were paid, on the average, one-third more than they are actually 
receiving. Changes since 1925 both in the amount of training demanded of 
teachers and in the amount of the total national income would have oper- 
ated to raise this estimate.” 

There is a bibliography of 5 pages. 
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Fieup, A. W. Protection of women and children in Soviet Russia. (New York: 
Dutton. 1982. Pp. 241. $3.) 

Forp, P., editor. Southampton: a civic survey. Being a report of the Civic 
Survey Committee of the Southampton Civic Society under the chairman- 
ship of Brigadier E. M. Jack. (New York: Oxford Univ. Press. 1931. Pp. 
vi, 102. $10.) 

This is a quarto volume with many illustrations, maps, and diagrams, 
representing the best characteristics of the printer’s art. The study is a basis 
for further town planning. It contains chapters on the history of the town 
and its antiquities; its geology; port and dock development; population; 
house density; open spaces and facilities for recreation; museums and 
libraries, and public utility services. 

Frypercer, H. E. The abolition of poverty. (New York: Advance Pub. Co. 
1931. Pp. 152. $1.50.) 

Covers a wide range of subjects, including the merger of corporations, 
chain stores, concentration of wealth, farm relief and prohibition. Advo- 
cates increased taxation of large fortunes, increased inheritance taxes, and 
regulation of corporations and stock exchanges. 

Gries, J. M. and Forp, J., editors. Planning for residential districts: reports 
of the committees on city planning and zoning, subdivision layout, utilities 
for houses and landscape planning and planting. (Washington: President’s 
Conf. on Home Building and Home Ownership. 1932. Pp. xvii, 227.) 

Haw.ey, E. Economics of food consumption. (New York: McGraw-Hill. 
1931. Pp. 835. $3.) 

Jones, J. C., Vanpenzoscnu, A. and VanpeNzoscu, M. B. Readings in citizen- 
ship. (New York: Macmillan. 1932. Pp. xiii, 908. $3.50.) 

Among other topics, includes readings on advertising; the modern eco- 
nomic system (excerpts from writings of Stuart Chase); labor problems; 
unemployment; insurance; agriculture; socialism to anarchism, and popu- 
lation. There is a bibliography of 20 pages. 

Larner, H. W. The road ahead: a primer of capitalism and socialism. (New 
York: Crowell. 1932. Pp. vii, 86. $1.) 

“The old generations of Americans have given little attention to social 
pioneering. They have sought to build up the nation’s power to produce and 
have let it go at that. On the question of distribution they have adopted a 
policy of drift. 

“Many of these problems will be left for solution to the generation of 
boys, and girls, young men and women, now in the schools and colleges of 
the country. 

“This generation should begin now to prepare themselves for the great 
task ahead. The little primer is a modest attempt to help them to make a 
start in that preparation. It was written chiefly for boys and girls from 
the seventh to the tenth grades, the higher grades in grammar schools and 
the lower grades in high schools.” 

Lecat, M. Contre la guerre avec Einstein. (Louvain: Author, 181 Ch. de 
Malines. 1981. Pp. 82.) 

Pottock, J. K. Money and politics abroad. (New York: Knopf. 1932. Pp. 
328, xv. $3.) 

Stevenson, R. A. editor. Proceedings of the Minnesota conference on unem- 
ployment relief and stabilization, November 17-19, 1931. (Minneapolis: 
Univ. of Minnesota Press. 1982. Pp. 95.) 
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Srusns, A. H., editor. Financial and social success in welfare plans. (Kansas 
City: Inter-Collegiate Press. 1982. Pp. 267. $1.50.) 

Water, L, C. Distributed leisure: an approach to the problem of overpro. 
duction and underemployment. (New York: Century. 1981. Pp. ix, 246, 
$2.25.) 

Wiener, H. W. Aititude of employers towards the Ohio compulsory educa- 
tion and child labor law. (Columbus: Ohio State Univ. Bur. of Bus, Re- 
search, 1931. Pp. ix, 74. 50c.) 

Woopsury, C. Apartment house increases and attitudes toward home owner- 
ship. (Chicago: Inst. for Econ. Research. 1981. Pp. ix, 74. $1.) 

This monograph professes to “go behind the general fact of apart- 
ment-house growth,” and does so. It is searchingly analytical, showing 
evidence throughout of able, careful work. 

From his study of building permit data of the United States Bureau of 
Labor Statistics, in Part I, the author finds that the apartment-house trend 
is not confined to any section or sections of the country, nor is it especially 
characteristic of any particular type of city. While he maintains that it js 
not limited to the larger or the more rapidly growing cities, he shows that 
the trend is especially marked in metropolitan districts, where, however, 
the suburban communities show as marked a change as the central areas. 

The monograph discloses some relationship between transit facilities and 
apartment-house growth. The bearing of heavy taxation of real estate is 
clearer, while in the case of municipal regulations the author states definitely 
that “zoned cities showed a much stronger apartment trend than the u- 
zoned,” 

Perhaps the most interesting portions of the study are those dealing with 
various popular explanations of the apartment-house movement. Here the 
monograph is distinctly iconoclastic, but its iconoclasm is never ruthless, 
but based on painstaking criticism of the data. As to the common argu- 
ments that the drift to the apartment is mainly due to a desire for lower- 
cost homes and an effort to meet or to obviate the servant problem, the 
study finds that the movement is not limited to the poorer communities but 
that “high purchasing power in itself seems associated with a strong multi- 
family house trend.” 

The common assertion that the increase in apartment-house construction 
is largely due to high land costs is found to have some basis: “Nothing 
in this discussion, however, states that one of these factors is always the 
cause, and the other is always the result.” 

In Part I the author raises the question whether the apartment-house 
trend is not in considerable measure explained by the “desirability, or at 
least the acceptableness, of apartment-house living.” A questionnaire study 
in Part II, on the other hand, indicates that for a specific group of families, 
mainly in Chicago, with fairly comfortable incomes, “cost and economy 
considerations” are of first importance, while with respect to home owner- 
ship it finds that only about one-seventh of the home-owners replying 
wished to become renters, whereas more than half the renters desired to 
become owners. This seems to suggest that, among this group, apartment- 
house living frequently may be a thing accepted rather than “acceptable.” 

LutHer Conant 


Yana, S. and Tao, L. K. A study of the standard of living of working families 
in Shanghai. Monograph no. 8. ( Peiping: Institute of Social Research. 1931. 
Pp. 86, lvi.) 
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This interesting study is based on 2,023 monthly account books of the 
daily expenditures of 230 families written up by investigators who visited 
them throughout the twelve months ending October 31, 1928. The families, 

246, all taken from one district, were representative of the 100,000 cotton spin- 
ning workers, who make up about 40 per cent of the factory operatives of 
duca- China’s most industrialized city. 
. Re- The survey showed an average monthly income for a family of 4.76 per- 
sons, equivalent to 3.78 adults, of $32.98 Chinese currency, then equivalent 
vner- to about $15.00 in American money. Of this, 56 per cent was expended for 
food, and provided an average of 2,913 calories per adult per day, or some- 
part- what under the 83,000 calories often taken as a standard. Three-quarters 
wing of the calories came from cereals, chiefly rice, as against half that amount 
from cereals in American diets; moreover, the diet was deficient in fat and 
au of in animal foods. Housing conditions are indicated by the average of 3.29 
rend persons, equivalent to 2.59 adults, per room. As to education, more than 
‘ially half the males and practically all the females had had no schooling at all. 
it is The standards of living shown by this study would seem almost im- 
that possibly degraded to those accustomed only to American conditions, even 
ever, at their worst. A comparison with certain studies of workers in India and 
s. Egypt, however, showed the Shanghai workers as somewhat better off, 
} and judging by percentage of income spent for food. 
te is The appendix contains 56 pages of tables giving detailed summaries of 
itely the expenditures and of the fuel value obtained from different foods. The 
: un- great majority of the purchases listed are of purely native articles, but 
it is interesting to note that 12 thermos bottles, presumably of Chinese 
with or Japanese manufacture, are included. The thermos bottle has long estab- 
> the lished its position in a country which likes its tea hot, and is even supplied 
less, in paper models for burning at graves along with imitation paper money 
rgu- and other articles to supply the needs of ancestors in the other world. 
wer- In view of the immense amount of detailed expenditures reported in 
, the the account books, it is probable that some items were merely estimated by 
: but the investigators or by the investigated. The sample is large enough, how- 
ulti- ever, so that the averages would seem to be reliable. There is, however, a 
possibility of a systematic downward bias due to the fact that families in- 
stion vestigated might tend to try to appear poorer than they really were. It is 
hing impossible to say how much allowance should be made for this. In spite of 
the this weakness, the study is a valuable addition to the growing number of 
quantitative studies which are being made in what formerly was distinctly a 
ouse non-statistical country. 
rat Dickson H. Leavens 


lies, Youne, D., editor. The modern American family. Annals, vol. 160. (Phila- 


leone delphia: Am. Acad. of Pol. and Soc. Science. 1932. Pp. 256.) 

ieee | The ethical problems in relations of business to government. (New York: 

ving Ronald. 1932. Pp. 174, $2.) 

d to Contains a series of lectures delivered in 1931 on the Vawter Founda- 

ent- tion on Ethics at Northwestern University. The topics were: “Relations 

1” between business and government in the United States,” by Vanderveer 

- Custis; “Factors in business behavior,” by Julius Klein; “Business ethics 
and the Federal Trade Commission,” by W. E. Humphrey; “The business 

ilies lobby,” by A. W. Barkley; “Collective business: its methods and ob- 

31. jectives,” by J. N. Van der Vries; “The management point of view,” by 
W. J. Donald. 
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Medical supervision and service in industry. (New York: Nat. Ind. Cont 
Board. 1931. Pp. xi, 125. $2.) 

National Conference of Social Work: proceedings of the fifty-eighth annug] 
session held in Minneapolis, Minnesota, June 14-20, 1931. (Chicago: Uniy, 
of Chicago Press. 1931. Pp. x, 702.) 

Progress report and proposals for changes in the penal and correction law; 
of the Commission to Investigate Prison Administration and Construction, 
(Albany: J. B. Lyon Co. 1982. Pp. 40.) 

Rural government: proceedings of the fourteenth American country life con- 
ference, Ithaca, New York, August 17-20, 1931. (Chicago: Univ. of Chi- 


cago Press. 1932. Pp. viii, 164.) 


Insurance and Pensions 


NEW BOOKS 


Couen, P. The British system of social insurance. (London: Philip Allen, 
12s. 6d.) 

Hoar, R. S. Unemployment insurance in Wisconsin. (So. Milwaukee: Stuart 
Press. 1982. Pp. xi, 101. $2.) 

This book contains a history of the movement in Wisconsin; an argu- 
ment against compulsory systems; the complete text of the Act; a summary 
and detailed analysis of the Act; a cross-reference table and the text of 
voluntary plans enforced or proposed in Wisconsin. 

“The Act establishes a compulsory system of unemployment reserves; 
but permits any employer to become exempted from the state system, 
by either guaranteeing annually to every employe who would be eligible to 
benefits under the state system, 42 weeks of 36 hours’ work per week, or 
by adopting a satisfactory voluntary plan for unemployment benefits. 

“The compulsory features of the act will take effect July 1, 1933, unless 
before June 1, 1933, employers having an aggregate total payroll of 
175,000 employes qualify for exemption as above defined. 

“Tf the compulsory features do take effect, nevertheless approved volun- 
tary plans, either for guaranteed work or for unemployment benefits, and 
whether adopted before or after that date, will be exempted from the com- 
pulsory plan. 

“The act excludes farm labor, domestic service, relief projects, school 
teaching, public officers, salaried public jobs, ‘part-time’ work, railroad 
work, and logging; and employers of less than ten employes. 

“Employes who receive over $1,500 a year, or who have resided less than 
two years in the state, or who have not worked in the state for 40 weeks 
in the last two years, are not eligible to benefits. 

“Each employer must pay into the state treasury 2 per cent of his pay- 
roll (excluding only employes guaranteed $1,500 a year in advance, and 
those paid $300 or more a month). There is an extra two-tenths of a per 
cent for administration. 

“An unemployed man, after a two weeks’ waiting period, will draw, with 
a limit of 10 weeks per calendar year, $10 a week from the appropriate 
employer-accounts in the state treasury, so long as he does not refuse to 
accept ‘suitable employment.’ 

“These payments are taken, first from the account of the last prior em- 
ployers, and so on back, in the ratio of one week’s benefit to four weeks 
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employment, but no employer's account shall be liable after six months 
after the man left him, nor unless the man worked for him for at least two 
weeks. 

“Voluntary quitting without cause, act of God, illness, trade dispute, etc., 
bar benefits. 

“Contributions are scaled down from 2 per cent as the ‘reserve per em- 
ploye’ builds up. Benefits are scaled down if the ‘reserve per employe’ 
falls. 

“An elaborate system of local employment offices and district appeal 
boards is set up under the Industria] Commission, who will administer the 
Act. 

“The Industrial Commission must approve any voluntary plan which: 
(a) makes eligible for benefits at least the employes who would be eligible 
under the compulsory plan; (b) provides for at least as heavy a financial 
burden on the employer; and (c) is on the whole as beneficial in other 
respects.” 

Jannorr, K. Wirtschaftskrise und Versicherungswesen. Vortrag gehalten 
am 15, Februar 1932 auf Einladung des Instituts fiir Versicherungswis- 
senschaft an der Universitat Leipzig. (Jena: Fischer. 1982. Pp. 40. Rmk. 
1.80.) 

Manes, A. Versicherungswesen: System der Versicherungswirtschaft. Band 

II. Giiterversicherung. 5th ed. (Leipzig: Teubner. 1931. Pp. x, 316. RM. 
20.) 

Treats of all branches of commodity insurance. Traces the development, 
formation and technique of property, as well as capital, insurance. 

Minutitu, G. Basi tecniche della assicurazione vita. (Rome: Polig. Italiana. 
1930. Pp. xi, 250. L. 18.) 

Prance, O. Die Theorie des Versicherungswertes in der Feuerversicherung. 
(Jena: Fischer. 1982.) 

New Zealand: report on the insurance statistics of the Dominion for the year 
1950. (Wellington: Census and Statistics Office. 1932. Pp. xvi, 36. 2s.) 
Pensions in railway service: references, with notes. (Washington: Bureau of 

Railway Economics. 1982. Pp. 42, mimeographed. ) 

Report by the Committee to Study Compensation for Automobile Accidents 
to the Columbia University Council for Research in the Social Sciences. 
(Philadelphia: Committee to Study Comp. for Auto. Accidents, Commercial 
Trust Bldg. 1982. Pp. 300.) 


Pauperism, Charities, and Relief Measures 


NEW BOOKS 


O’Grapy, J. Catholic charities in the United States: history and problems. 
(Washington: Nat. Conf. of Catholic Charities. 1931. Pp. xxvi, 475.) 


Socialism and Co-operative Enterprises 


What Is to Be Done? Burning Questions of Our Movement. By V. I. 
Lenry. (New York: International Pubs. 1981. Pp. 175. $3.50.) 

A translation from Russian of a polemical pamphlet written by Lenin 

thirty years ago, this deals with the controversial questions which were 
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to the fore in Russian social democracy at that time. Although Lenin 
wrote in a lucid, pungent style, nevertheless the reader who is not fairly 
familiar with the history of the Russian Socialist movement may find 
difficulty in following the argument. The editor’s brief foreword and 
scanty editorial notes do little to remedy this difficulty. 

The rise of socialism in Russia in the middle of the nineteenth century 
synchronized on the whole with Karl Marx’s activity. But notwithstand- 
ing the considerable influence which Marx early exerted on the Russian 
Socialist thinkers,’ the Socialist movement in that country until the nine 
ties was non-Marxian or, as the Marxists would say, pre-Marxian, “up. 
scientific” or “Utopian” in its ideology. Populism, as the prevailing 
brand of Russian Socialism was called, was agrarian and anti-indus- 
trialist in its orientation, and in its conception of the socio-economic eyo- 
lution ; it was national in outlook, subjective in social philosophy, and had 
a strong anarchistic tinge. Thus it presented the very antithesis of Marr- 
ism as developed by Marx, Engels and their followers. 

It would be too long a story to tell how Marxism grew from a modest 
beginning in the eighties to become a formidable rival of Populism in the 
next decade. In the ideological clash which ensued between the two cur- 
rents of Russian Socialism and which centered principally on the ques- 
tion of the social and economic evolution of Russia—particularly whether 
Russia must traverse the stage of industrial capitalism—the Marxists 
won for a time a decisive victory and swept the Russian intelligentsia off 
its feet. In this theoretical battle in which the Marxists were greatly 
helped by the growing industrialization of Russia and the spontaneous 
development of the labor movement, Lenin took a prominent part; and 
in this period was written what is probably the most scholarly of his 
works, The Growth of Capitalism in Russia, 1899. 

The triumph of Marxism in Russia during the latter nineties was ina 
sense however a Pyrrhic victory. The intelligentsia, the main carrier of 
socialist ideas in nineteenth century Russia, was always highly sensitive 
to intellectual and political currents from the West. As a result, the in- 
ternational crisis of Marxism consequent upon the growth of Revisionism 
or Reformism in Western Europe, especially in Germany, the classical 
land of Marxian Socialism, and the controversies which it engendered, 
could not fail to influence the Russian movement in the same direction. 
It is true that the main issue between Revisionism and Orthodoxy, that of 
social reforms through parliamentary action vs. a revolution, was in the 
case of Russia largely an academic one. Russia, outside of a restricted 
field of local affairs, had not even a shadow of representative government 

before 1906. Political absolutism reigned supreme. The Marxian Social 


* Russian was the first foreign language into which Das Kapital was translated in 
1872. 
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Democracy, as all other radical and liberal parties, was consecrated to 
the struggle with this despotism and the winning of a liberal constitution. 

Notwithstanding the academic character of the controversy between 
the orthodox Marxism and Revisionism in Russia (or Bernsteinism as 
it was often called, from the name of the German Revisionist leader 
Eduard Bernstein), it led to secession from Social Democracy of some able 
intellectuals and involved a breach with the so-called “legal Marxists,” 
ie. scholars and intellectuals who adopted the Marxian point of view but 
did not engage in political activity which was at that time illegal in Rus- 
sia. But even among those who remained in the Social Democratic circles, 
a demand arose for the right of “freedom of criticism” of the Marxian 
dogma. This demand Lenin identifies with a general reformist attitude 
and resists in What Is to Be Done with vehemence and invectives of which 
he was a master. But although a staunch defender of the inviolability of 
the undiluted orthodox dogma and opposed to any theoretical opportu- 
nism, Lenin was not averse to compromises and alliances as a practical 
matter whenever he deemed them a conditio sine qua non of party success. 

Fifteen years later Lenin was able to put into ggactice what he preached 
when, by combining with the Socialist RevoluticMhries of the left (an off- 
shoot of the old Populists), and by adopting a land policy which the lat- 
ter favored although it was diametrically opposed to the teaching of the 
Marxian School, the Bolsheviki insured the success of their coup. The 
“New Economic Policy” of 1921, involving a compromise with the peas- 
antry which Lenin championed because he saw the handwriting on the 
wall, constituted perhaps the best example of his practical realism. The 
most interesting aspect of What Is to Be Done, therefore, is precisely the 
clear revelation early in his career of the dualism which marked Lenin’s 
political philosophy and which is essential to the understanding of his 
conduct as a political leader. 

Another phase of the crisis through which the international socialist 
and labor movement was passing—the controversy between the political 
and the industrial or trade-union phases of the movement—also found its 
echo in Russia in the development of the so-called “Economism.” The aim 
of “Economism,” which was an offshoot of the Russian Social Democratic 
movement, was to concentrate on the organization aud improvement of 
the condition of the industrial workers, whether through collective bar- 
gaining with the employers or through the intervention of the State. Po- 
litical activity in general, however, was eschewed. The spontaneous de- 
velopment of the labor movement in Russia imparted considerable 
strength to this tendency. It was strenuously opposed, however, by 
Lenin. To him the emphasis on trade unionism pure and simple, on the 
spontaneous development of the labor movement, was a manifestation 
of a “bourgeois ideology.” Lenin was opposed to a preoccupation with 
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trade unionism, as advocated by “Economism,” to the neglect of larger 
political activity because it fostered a too narrow sectional or class point 
of view. “The Social Democrat’s ideal,” Lenin writes, “should not be, 
trade union secretary [i.e., one who merely represents the sectional ip. 
terest of his union] but a tribune of the people, able to react to every 
manifestation of tyranny and oppression no matter where it takes‘place, 
no matter what stratum or class of the people it affects . . .” (page'77). 

Of considerable interest in this connection is Lenin’s conception of the 
réle of the intellectual in the labor and socialist movements, a question 
which “Economism” with its anti-intellectual tendency brought to the 
fore. Briefly stated it boils down to this: the workers are capable of de. 
veloping spontaneously a trade-union movement “to fight against the em- 
ployers and to strive to compel the government to pass necessary labor 
legislation. . . .” The conversion of the labor movement into a socialist 
movement, however, cannot take place unaided by the intellectuals, 

The concluding part of the book is devoted to the discussion of the 
problem of the Social Democratic party organization which loomed large 
at that time and which a year hence led to the historic split between the 
Bolsheviki and the Menfheviki at the London Congress, a split which has 
never been healed. 

L. 
Washington, D.C. 


NEW BOOKS 


Berenserc, D. P. Socialist fundamentals. (New York: Rand School Press 
19382. Pp. 128. $1.) 

Gampss, J. S. The decline of the I.W.W. (New York: Columbia Univ. Press. 
1982. Pp. 268. $4.25.) 

Gurian, W. Der Bolschewismus. (St. Louis and Freiburg im Breisgau: Herder 
Book Co. 1931. Pp. 837. $2.25.) 

This volume differs from the usual type of description of the Russian 
experiment in that it presents a comprehensive and general description of 
the history and sociology of Bolshevism. The author comes to the conclusion 
(page 340) that “the changes in the political and social structure cannot 
change man himself, they can merely transform the manner of expression 
of human virtues and vices.” Written from a Christian point of view the 
volume naturally deals extensively with the anti-religious attitude and the 
laxity of marital and family ties. The historical background, the spiritual 
message, and the present legal and economic organization of the Bolshevist 
state are ably summarized. The author’s general conclusion is a condemna- 
tion of the Bolshevist doctrine which “instead of liberating, oppresses the 
individual by transforming its utopia into tyranny.” 

Joun R. Mez 


Kien, G. System eines idealistischen Sozialismus: theoretische Grundlegung 
einer planwirtschaftlichen Volks und Weltwirtschaftsordnung. (Vienna: 
Wilhelm Braumiiller. 1931. Pp. xv, 294. RM. 11.) 
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If one were to accept the interpretation which is sent with this book, he 
simply could not do justice to it in a review. For this interpretation makes 
it comparable with Adam Smith’s Wealth of Nations. Furthermore, “For 
theoretical economics this work signifies the abandonment of all previous 
theoretical economic teachings and concepts.” That is rather a large order! 
If, however, the reviewer were to state that the book hardly filled this bill, 
the answer of the writer would be that the reviewer did not understand it, or 
that the reviewer was prejudiced in his appraisal. This has ever been the 
fate of those who do not accept startling ideas forthrightly. Those persons 
who are anticipating a utopia may be convinced by the argument. Even 
sentences with 141 words (pp. 8-9) will hardly serve to convince others. 

Dr. Klein concerns himself only with the skeleton of the socialistic sys- 
tem which he thinks is possible in view of the current situation. Speaking 
very broadly, he sees the possibility for great technical improvement pro- 
vided we adopt an ordered society. Business cycles, for example, will be 
eliminated. Although much of the machinery of the present system is to be 
retained, in many cases the parts are to perform new functions. 

In contrast with many socialistic schemes, interest is to be allowed on 
savings (II, B, 4, d). Individual savings may be bequeathed to children; 
but there shall be a progressive inheritance tax. The former provision is 
to encourage savings. It is admitted that one reason for saving is to improve 
the lot of one’s children. The inheritance tax is to prevent an “unfair” im- 
provement in the lot of fortunate children (pp. 87-88). The two influences 
operate in opposite directions. 

New money is to be issued in terms of purchasing power rather than in 
terms of dollars, ete. (92). Not only general prices, but particular prices 
are to be kept relatively stable except for trends. Certainly the mere change 
in the designation of the monetary unit will not accomplish this. Even con- 
trol over the supply of the means of payment will not accomplish the latter. 
Neither does it seem probable that it can be accomplished with the revamped 
central banking system and central economic council which Dr. Klein sug- 
gests. One might ask: should individual prices be kept stable? 

Students of socialistic literature will find here another idealistic system 
to master. Most other persons will agree with Professor Myron Watkins 
that “visionaries and cynics alike are unsafe guides on society’s great ad- 


venture.” 
Kart R. 


Oppenneimer, F. Weder Kapitalismus noch Kommunismus. 2nd rev. ed. of 
Kapitalismus, Kommunismus, wissenschaftlicher Sozialismus. (Jena: 
Fischer. 1932. Pp. viii, 280. Rmk. 12.50.) 

Pererson, A. Marzism vs. anti-Marazism. (New York: N.Y. Labor News Co. 
1931. Pp. 32. 20c.) 

Tama, S, 8. Codperation in India and abroad. (Mangalore: Basel Mission 
Press, 1931. Pp. xvii, 502. 6s.) 

This survey is designed for the use of students attending codperative 
schools and classes in India. The major part of the book is devoted to the 
structure and problems of the coéperative movement in India, with most 
phases of the movement introduced by chapters dealing with European 
experience. Nearly all of the various types of coéperation existing in Europe 
have been introduced into India, and have met with varying degrees of 
success. There are also some novel applications of the principle, particularly 
to the consolidation of agricultural holdings and the prevention of malaria. 
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Though the movement was initiated and has been continuously fostere 
by the government of India, only about six per cent of the population ay 
associated with any form of codperation. The total number of societies j; 
now about 100,000, four-fifths of these being confined to the provision of 
rural credit. Further extension of the movement is deemed highly desirabl. 
but difficult problems are encountered, such as the existence of old debts 
to money-lenders, the illiteracy of the rural population and the need {fy 
more adequate supervision and better judgment in the making of loans, 
Crark Warsurton 


Woop tock, T. F. Ninety-seven varieties of star spangled communism. (Phils. 
delphia: Railway Business Assoc., Packard Bldg. 1931. Pp. 11.) 


Statistics and Its Methods 


NEW BOOKS 


Benepertt, U. Statistica aziendale. (Milan: F. Vallardi. 1930. Pp. viii, 155, 
L, 13.) 

Cureton, E, E. and Dunuap, J. W. C-D machine correlation chart. (New 
York: Macmillan. 1932. $1.) 

Dun ap, J. W. and Kurrz, A. K. Handbook of statistical monographs, tables 
and formulas. (New York: World Book Co. 1932. Pp. vii, 163. $6.) 

Gaspari, N. Studio statistico sul fenomeno dell ’urbanesimo in Italia. (Mer- 
ciano di Romagna: E. Gaspari. 1930. Pp. 29. L. 8.) 

Peter, H. Grenzen der Statistik in der Konjunkturforschung. Ein Beitrag 
sur Kritik der Wirtschafisprognose. Veréffentlichungen der Frankfurter 
Gesellschaft fiir Konjunkturforschung, Heft 5. (Bonn: Kurt Schroeder. 
1930. Pp. 73.) 

An emphatic answer in the negative to the question, “Can we apply ef- 
fectively the results of statistical analysis to the problem of forecasting?” 

Peter’s study is not concerned with the question whether theoretica] de- 
ductions plus contributions of statistics can lead to the desired goal. 
Methods applicable to the physical sciences or even to the realm of biology 
are not eo ipso valid in the social field. “Society is neither a mechanism nor 
an organism, but a structure sui generis.” 

Mathematical formulae are interpolations and cannot be used for exter- 
polations, hence they cannot be used for prognosis. It is admitted that 
defluctions, based on empirical combinations, may within strict limitations 
hold with a certain degree of probability. But this is something quite differ- 
ent from the laws of mathematical probability and so statistical methods are 
out of place. Induction is a prime essential for generalizations. Hence, judg- 
ments which rest solely on statistical tabulations are always empirical in 
their nature. In short, theories of cyclical changes in so far as they rest 
solely on statistics are exogenous. Vital influences may be at work in the 
future which could not be accounted for in deductions from observations of 
past events. 

It is highly important that this whole question of validity of a method 
be faced. We have long disputed in questions like these whether this or 
that method should be preferred. Here and elsewhere life is not a matter 
of “either—or” but of “both—and.” Those who hold with Persons “that 4 
stable, empirical, statistical result, persisting over the entire range of 
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our experience, is precisely the same thing as a ‘law of nature’” will 
question Peter’s conclusion that results of statistics are over-valued. It 
seems to the reviewer that he has proved his case in a carefully reasoned, 
logical analysis of the problem. 

Watrter E. Rotorr 


Pietra, G. Lezioni di statistica, (Padua: A. Milani. 1930. Pp. xiv, 557. L. 57.) 

Ricuarps, R. Socialism. (London: Pitman. 1931. 2s. 6d.) 

RiccLemaN, J. R. and Frisper, I. N. Business statistics. (New York: Mc- 
Graw-Hill. 1932. Pp. xix, 707. $4.) 

Statistical abstract of the United States, 1931. 58rd number. (Washington: 
Supt. Docs. 1931. Pp. xvii, 898.) 
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DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the series of Trade Information Bulletins published by the Department 
of Commerce have appeared: No. 292, Sources of Foreign Credit Information, 
Fourth Revision, 1982 (pp. 56, 10c.); No. 786, Europe as a Market for 
American Lumber: A Plan for Its Profitable Development, by A. H. Oxholm 
(pp. 34, 10c.); No. 787, Broadcast Advertising in Europe (pp. 21, 10c.); 
No. 788, International Trade in Macaroni Products, by G. J. Carr (pp. 36, 
10c.) ; No. 789, Leather Industry and Trade of the Netherland East Indies, 
by C. H. Boehringer (pp. 27, 10c.); No. 790, Current Trends in Foreign 
Tariffs and Commercial Policy: Review of 1931, by Henry Chalmers (pp. 
21, 10c.); No. 791, Summary of United States Trade with World, 1931, 
by E. A. Tupper (pp. 23, 10c.) ; No. 792, Recent Trend in Canadian Foreign 
Exchange, by Emil Sauer (pp. 19, 10c.); No. 793, Philippine Cotton Piece- 
Goods Market, by H. T. Nones (pp. 15, 10c.); No. 794, Agricultural Im- 
plement Market of France and the French Colonies, by Thomas Butts (pp. 
85, 10c.); No. 795, German Chemical Developments in 1981, by W. L. 
Lowrie (pp. 35, 10c.) ; No. 796, American Lumber in New Zealand, by C. F. 
Kunkel (pp. 16, 10c.). 


In the Trade Promotion Series have been published: No. 127, The Coffee 
Industry in Colombia (pp. 31, 15c.); No. 128, Foreign Markets for Automo- 
tive Replacement Parts, Accessories, and Service Station Equipment, com- 
piled by P. R. Mattix (pp. 428, 70c.); No. 129, Shipping and Shipbuilding 
Subsidies, by J. E. Saugstad (pp. 611, $1.10). This study covers practically 
all of the leading countries of the world. Topical headings include economic 
development, postal contract services, bounties, maritime credit, shipping 
finance, preferences and restrictions. No. 180, International Marketing of 
Surplus Wheat, by G. J. Carr (pp. 28, 5c.). 


The subject of Codrdination of Motor Transportation is covered in a report 
by Leo J. Flynn, attorney-examiner to the Interstate Commerce Commis- 
sion, in Senate Document No. 48, 72nd Congress, Ist Session (pp. 136). 
Bearing upon the same subject is Document No. 23400 of the Interstate Com- 
merce Commission. The report of the Commission is given at length (182 
I.C.C., pp. 2638-430). 

The Federal Trade Commission has published the second part of its Report 
on Resale Price Maintenance, entitled Commercial Aspects and Tendencies 
(pp. xi, 215). 

Senate Document No. 29, 72nd Congress, 1st Session, deals with Chain 
Stores: Wholesale Business of Retail Chains, being a letter from the chair- 
man of the Federal Trade Commission in response to Senate Resolution No. 
224, 70th Congress (pp. 38). 

Senate Document No. 31 is entitled Chain Stores: Scope of the Chain- 
Store Inquiry, also a letter from the chairman of the Federal Trade Com- 
mission (pp. 33). 


Circular No. 201 of the federal Department of Agriculture treats of 
Future Trading and the Cash-Grain Markets, by G. Wright Hoffman (Janv- 
ary, 1982, pp. 55, 15c.). 
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1982 ] Labor, Public Finance, Public Utilities 


Labor 


The federal Bureau of Labor Statistics has issued the following bulletins: 

No. 545, Building Permits in the Principal Cities of the United States in 
1980 (December, 1931, pp. 94, 20c.). 

No. 546, Wages and Hours in Rayon and Other Synthetic Yarn Manufactur- 
ing, 1980 (February, 1982, pp. 81, 10c.). 

No. 548, Decisions of Courts and Opinions Affecting Labor, 1929-1930 (Oc- 
tober, 1931, pp. 521, $1.). 

No. 551, Wages and Hours of Labor in the Boot and Shoe Industry, 1910 to 
1930 (February, 1932, pp. 87, 20c.). 

No. 557, Wages and Hours oj Labor in the Men’s Clothing Industry, 1911 
to 1980 (January, 1932, pp. 59, 15c.). 

The Women’s Bureau of the Department of Labor has published Bulletin 
No. 88, he Employment of Women in Slaughtering and Meat Packing, by 
Mary E. Pidgeon (pp. 210, 40c.). 

The Department of Labor of New York is continuing its special bulletins 
on unemployment. No. 172 deals with Unemployment in Buffalo, November, 
1981; No. 178, with Unemployment in Syracuse, November, 1931 (pp. 
61; 46). 


Public Finance 


The New Jersey Commission to Investigate County and Municipal Taxa- 
tio and Expenditures, under the directorship of Professor Harley L. Lutz 
of Princeton University, has issued two additional reports: No. 7, Local 
Police Protection: Services and Costs (pp. 80); No. 8, A Report on Educa- 
tional Services and Costs (pp. 154). 

Annual tax reports have been received: 

Annual Report of the New York State Tax Commission, 1930 (Albany, 
1931, pp. 418). 

Seventeenth Annual Report of the South Carolina Taz Commission (Co- 
lumbia, 1931, pp. 284). 

The Bureau of Economic and Business Research of Rutgers University has 
published a sheet showing the New Jersey State and Local Tax System as of 
January 1, 1932. The several kinds of taxes are listed, and in column form 


are shown basis of tax, measure of tax, rate of tax, administration and dispo- 
sition of tax. 


Public Utilities 

The following reports have been received: 

Report of the Public Service Commission of Maryland for the Year 1931 
(Baltimore, pp. 497). 

Board of Public Utility Commissioners of the State of New Jersey on 
Statistics of Utilities, Private and Municipal, for the Year 1930 (Trenton, 
pp. 155). 

Nineteenth Annual Report of the Public Utilities Commission of the State 
of Rhode Island for the Year Ending December 31, 1980 (Providence, pp. 
328), 

Eighteenth Annual Report of the Public Service Commission of the State 
of West Virginia, July 1, 1930-June 30, 1931 (Charleston, pp. 605). 
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the Social Science Research Council. Thirty new fellows are appointed for 


NOTES 


The next annual meeting of the American Economic Association yi] 
be held at Cincinnati, December 28-30. 


The following names have been added to the membership of the Amgricay 
Economic AssociaTIoN since February 1: 


Arthur, I. W., Morrill Hall, Iowa State College, Ames, Iowa. 

Ayres, C, E., University of Texas, Austin, Tex. : 
Baumhart, A. D., Jr., 6 S. College St., Athens, Ohio. 

Bennett, J. W., Federal Trade Commission, Washington, D.C. 

Campbell, D. B., 370 Slater Ave., Providence, R.I. 

Casaday, L. W., 5916 Sherwood Dr., Oakland, Calif. 

Cassels, J. M.. Room W, Widener Library, Harvard University, Cambridge, Mass. 
Clague, E., Community Council of Philadelphia, 311 S. Juniper St. Philadelphia, Pa. 
Cocknell, E., Warrensburg, Mo. 

Crandall, B. B., Box 42, Alfred, N.Y. 

Dempsey, B. W., Regis College, Denver, Colo, 

Dunham, A. W., c/o Baker, Weeks & Harden, 52 Wall St., New York City. 
Ebersole, J. F., 222 Morgan Hall, S. F. Station, Boston, Mass. 

Eickmeyer, H. H., Administrative & Research Corp., 120 Wall St., New York City. 
Fischer, H., Franklin and Marshall College, Lancaster, Pa. 

Fry, Mrs. C. L., 72-84 Barrow St., New York City. 

Fullerton, G. G., School of Business Admin., Univ. of Colorado, Boulder, Colo. 
Ginsburgh, S. A., 1859 Northampton St., Holyoke, Mass. 

Godwin, A. H., 1195 E. 14th St., Brooklyn, N.Y. 

Gorski, R. S., 49 Dwight St., New Haven, Conn. 

Harr, L. A., Wharton School, Univ. of Pennsylvania, Philadelphia, Pa. 
Hayden, J., Vassar College, Poughkeepsie, N.Y. 

Healy, K. T., Yale University, New Haven, Conn. 

Hench, W. M., 26 Logan Hall, Univ. of Pennsylvania, Philadelphia, Pa. 
Householder, J. E., 88 May Ave., Athens, Ohio. 

Jones, H. E., Graduate College, Princeton University, Princeton, N.J. 

Knapp, B., Alabama Polytechnic Institute, Auburn, Ala. 

Labovitz, I. M., 1126 E. 59th St., Box 50, Chicago, II. 

Lassen, A. P., 1809 Morris Ave., Modesto, Calif. 

Leding, A., Equitable Life Assurance Society, 393 Seventh Ave., New York City. 
Luedtke, C. L., c/o Foreign Service Div., U. S. Dept. of Agric., Washington, D.C. 
Mills, T. J.. Univ. of Pittsburgh, Pittsburgh, Pa. 

Moore, S. H., Southern Methodist Univ., Dallas, Tex. 

Pian, C. H., Seymour Rd., British Concession, Tientsin, China. 

Poulakis, A. I., c/o Greek Consulate General, Alexandria, Egypt. 

Reeves, C. G., Box 67, Arizona State Teachers College, Tempe, Ariz. 

Roe, F., Sydney Stein, Jr., and Associates, 120 S. La Salle St., Chicago, Ill. 
Samson, H. G., 537 Neville St., Pittsburgh, Pa. 

Siegel, R., 299 Broadway, New York City. 

Smith, W. D., 2619 Pine St., Abilene, Tex. 

Spero, H., College of the City of New York, 17 Lexington Ave., New York City. 
Toll, G. B., 2520 Ridge Rd., Berkeley, Calif. 

Tsang, K. S., 26 Tung Tang Tze Hutung, East City, Peiping, China. 

Upgren, A. R., School of Business Admin., Univ. of Minnesota, Minneapolis, Minn. 
Warfield, G. A., 2181 S. Columbine St., Denver, Colo. 

Warner, R. K., 14 Mansfield St., New Haven, Conn. 

Weidenhammer, R. M., University of Minnesota, Minneapolis, Minn. 

Whittaker, E., c/o Standard Bank of South Africa, Durban, South Africa. 
Young, R. A., 518 S. 42nd St., Philadelphia, Pa. 


Correction: In the Supplement to the March issue, the abstract of the paper 
by Professor T. N. Carver, page 8, paragraph 4, contains the sentence 
beginning “That it would reduce the labor cost . . .” which should be 
changed to read “That it would increase the labor cost...” 

The eighth annual awards of research fellowships have been announced by 
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1932-83; and the total amount involved in these awards approximates 
$36,000. A partial list of the research fellows follows: Edith Ayres, “Analysis 
of Present-Day Consumers through a Historical Study of Industrialism in 
England,” study in England; Edward Berman, “Labor and Industry in 
Great Britain since 1921,” study in England; Karl R. Bopp, “Governmental 
Control over Finance in Germany,” study in Germany; Arthur O. Dahlberg, 
“International Economic Relations,” study in United States and England; 
Anna C. Davis, “The Judiciary and the Rise of Capitalism in England,” 
study in England; Melvin G. de Chazeau, “Direct Social Control of Bulk- 
Power Production and Transmission in England,” study in England; John 
W. Eiteman, “Relation of Brokers’ Loans and Stock Speculation to Business 
Cycle Theories and Central Bank Policies,” study in United States; Solomon 
Kuznets, “The Instalment Finance Company in the United States,” study 
in United States; Dudley M. Phelps, “The Foreign Branch Factory Move- 
ment in Argentina and Uruguay,” study in South America; Frederick V. 
Waugh, “Mathematical Theories of Commodity Prices in Relation to Statisti- 
cal Price Research,” study in Germany, Norway, France, Italy and England; 
John P. Wernette, “A Comparison of American and English Banking Meth- 
ods,” study in Great Britain. 

Applications for 1933-34 should be made before December 1, 1932, to the 
Fellowship Secretary, Social Science Research Council, 230 Park Avenue, 
New York City. 

The Council has also announced its grants-in-aid of research for 1932-38, 
and the fellowships for southern graduate students. 


The seventh Causey Conference at Oberlin College was held February 
25-26 on the subject of “Social Planning.” The speakers were Mr. William 
Hodson, executive director of the Welfare Council of New York City, Dr. 
W. Z. Ripley of Harvard, Dr. Lewis L. Lorwin of the Brookings Institu- 
tion, and Mr. Louis Fischer, Russian correspondent for The Nation and 
other papers. 


The Southwestern Social Science Association held its thirteenth annual 
meeting at Dallas, Texas, March 25-26. Papers were presented on “Possible 
Adjustments in Southern Agricultural Production in View of the Outlook for 
Lower Prices and Reduced Foreign Demand during the Next Ten Years,” 
by P. H. Stephens, Oklahoma A. & M. College; “Economic Principles and 
Consequences Involved in Controlling Cotton Acreage by Substituting the 
Will of the State for That of the Individual,” by A. B. Cox, University of 
Texas; “The Significance of the Russian Agricultural Program to the South- 
west,” by J. T. Sanders, Oklahoma A. & M. College; ‘““What’s Wrong with 
Distribution?” by F. A. Buechel, University of Texas; “The Passing of 
Laissez-Faire in the Oil Industry,’ by Jack Johnson, North Texas State 
Teachers College. 


The Institute on Taxation conducted by the New Jersey League of Women 


Voters in coéperation with Rutgers University was held March 28-30 at New 
Brunswick, New Jersey. 


The semi-annual meeting of the Academy of Political Science was held in 


New York, April 13, for the discussion of “The Crisis in World Finance and 
Trade.” 


At the Institute of Justice held at the University of Chattanooga April 
25-30, Professor Kiekhofer presented a paper on “The Road to Prosperity.” 
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The Northwestern University School of Commerce announces the o 
on June 20 of a special evening course in European accounting theory, This 
will be under the directorship of Dr. W. Collings (Northwestern University, 
Lake Shore Drive and Chicago Avenue, Chicago). 


The Seventh Seminar in Mexico is scheduled to meet in Mexico City, July 
8-23. Among the leaders is Dr. Ernest Gruening, in the field of economics, 
(Committee on Cultural Relations with Latin America, 112 East 19th Street, 
New York City.) 


There will be a meeting of the Imperial Economic Conference at Ottawa 
beginning July 21. Among the delegates will be Mr. Stanley Baldwin, Mr. 
Neville Chamberlain, and Mr. Walter Runciman. 

A meeting of the International Congress for Commercial Education will 
be held at the London School of Economics July 25-29. Dr. Harry T, Col- 
lings, professor of commerce and director of the graduate course in busi- 
ness administration at the University of Pennsylvania, has been appointed by 
President Hoover as a delegate of the United States. He is to present a paper 
on “The Graduate Study of Business in the United States.” Particulars with 
regard to the program may be obtained from Mr. J. O. Malott, secretary- 
treasurer of the American Society for Commercial Education, 224 South 
Walnut Street, Clarendon, Virginia. 

The Joint Committee on Materials for Research of the American Council 
of Learned Societies and the Social Science Research Council has made a 
“Survey of Activities of American Agencies in Relation to Materials for Re- 
search in the Social Scierfves and the Humanities,” compiled by Franklin F. 
Holbrook (New York, 1932, pp. 184). 

Provision has been made by the American Council of Learned Societies for 
the completion of a Catalogue of Current Bibliographies of the Humanities 
and Social Sciences. 


Professors Jens P. Jensen of the University of Kansas and Harold Howe 
of Kansas State College have prepared a tax study course which is being 
used by tax study clubs throughout the state of Kansas. The Kansas Cham- 
ber of Commerce coéperated in the distribution of the material. 


Brookwood Labor College is publishing a series of pamphlets on the labor 
movement under the editorship of David J. Saposs. The first five, written 
by Katherine H. Pollak describe “What a Union Did for the Coal Miners,” 
“Important Union Methods,” “How a Trade Union is Run,” “Our Labor 
Movement Today,” and “Why Bother about the Government.” (Brookwood 
Labor College, Katonah, New York.) 


The Arthur H. Clark Company of Glendale, California, announces a series 
of 12 volumes in the Southwest historical series, edited by Ralph P. Bieber. 
Many of the volumes deal with the frontier life and westward movement. 

The University of New Mexico has inaugurated the publication of a new 
quarterly, the New Mezico Business Review, the first number appearing in 
January of this year (University Press, University of New Mexico, Albuquer- 
que, New Mexico). 

Professor Charles Gide died on March 18 at the age of eighty-four. 

Professor Avard L. Bishop of Yale University died on May 8. 


The following notes concerning the Brookings Institution have been re- 
ceived: 
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The Institute of Economics of the Brookings Institution has received from 
the Maurice and Laura Falk Foundation a special grant of funds to be used 
in conducting a statistical and theoretical analysis of the distribution of 
wealth and income in relation to economic progress. 

Dr. C. O. Hardy of the Institute of Economics will teach a course on 
European banking systems and one on business cycles in the summer session 
at Ohio State University. 


Appointments and Resignations 


Paul M. Atkins has been appointed special liquidator of securities for the 
Comptroller of the Currency. His task is to liquidate the securities held by 
the receivers of failed national banks throughout the country. 


John F. Bell, professor of economics at Temple University, will give 
courses in economics in the summer session at West Virginia University. 


L. L. Briggs, after a two-year leave of absence, will resume his work as 
associate professor in the department of economics at the University of Ver- 
mont. He has been serving as lecturer in accounting in the Graduate School 
of Business at Harvard University. 


Professor A. G. Buehler of the University of Vermont will give courses 
in public finance and taxation in the summer school at Ohio State Uni- 
versity. 

Melvin G. de Chazeau, associate professor of commerce at the University 
of Virginia will give courses in the regulation of public utilities and in the 


history of economic thought at the University of Washington during the com- 
ing summer. 


Harry T. Collings of the University of Pennsylvania will lecture in June 
and July at the Universities of Berlin, Heidelberg, Leipzig, and Hamburg, in 
German on “The Tariff Policies of the United States,” and in English on 
“The Psychology of the American People.” 


George G. Groat has a leave of absence from the University of Vermont 


for the year 1982-83 and will spend the time traveling and studying in 
Europe. 


Harold M. Groves, associate professor in the department of economics at 
the University of Wisconsin, has been granted a leave of absence to accept a 
position as a member of the Tax Commission of Wisconsin. 


James K. Hall of the University of Washington has been appointed to 
the staff of the summer quarter at the University of Virginia. 


A. F. Hinrichs of Brown University will be on leave of absence during 
the academic year 1932-88, while he is engaged in the continuation of his 
studies of industrial planning and will spend the major portion of the year 
in Russia, Germany and Italy. 


Jacob H. Hollander of Johns Hopkins University was appointed by 
Governor Albert C. Ritchie chairman of the Maryland Tax Commission, 


which for several months has been making a survey of the tax system of the 
state. 


Harry E. Miller of Brown University will be on sabbatical leave during 
the first semester of the academic year 1932-33. 


Broadus Mitchell, associate professor of political economy at Johns Hop- 
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kins University, will teach for the first half of the summer quarter at the 
University of West Vi: 

Claudius Murchison, professor of economics at the University of North 
Carolina, will give c n economics in the 1932 summer session at Wegt 
Virginia University. 

Raymond B. Pinchbe f the University of Richmond will give comer 
during the summer quarter at the University of Virginia. 

John Garland Pollard, Jr., of the Harvard Business School will teach 
during the second term of the summer quarter at the University of Vix 
ginia. 

Joseph E. Shafer has been promoted to the rank of associate professor of 
economics and business ninistration and head of the department at the 
University of Texas. 

T. R. Snavely of th iiversity of Virginia will teach courses in "public 
finance and economic theo ‘ae the summer session of Harvard Unij- 
versity. 

Albion G. Taylor, head of the school of economics and business administra- 
tion at the College of VW 1m and Mary, will teach during the summer at 
the University of California at Los Angeles. 

Charles S. Tippetts he University of Buffalo will teach at Ohio State 
University during summer. 

R. S. Vaile of the U: y of Minnesota will give courses in marketing 
at Ohio State University during the summer session. 
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